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Fast, fair claim 
settlement is, after all, 
the reason you buy 
business insurance in 
the first place. So when 
you have a loss, you'll 
really appreciate your 
Unicover® protection 
from The Specialist. 

All claims are 
handled promptly and 
efficiently. But when 
you have a major loss — 
fire, vandalism, etc. — 
that’s when Universal 
really goes into action. 

We have major loss 
teams on constant 
standby, ready to travel 
anywhere. So you'll be 
getting service from The 


F be 


Specialist within hours 
of your loss. 

And because 
we ve specialized in 
automobile dealers 
and their insurance 
problems since 1922, 
we can help with many 
loss-related details. 
Like disposing of hail- 
battered or fire- 
damaged automobiles. 
Or shortcuts in 
restoring your building. 
That's why we call 


ourselves The Specialist. 


If this is the kind of 
dependability you want 
from your insurance 
coverage, then you 
want The Specialist. 


3 Manion | 


800-821-7803 


Ask for Lynn Forde. Or write for 
more information about Auto Dealer 
Protection from The Specialist. 
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A Member Company of the 
Lyan insurance Group 


M. Lynn, Preside 
5115 Oak goa Kansas City, MO 64112 _AE | 
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consumers to give the auto indus- 
try a low rating in terms of custo- 
mer service. 

Back when selling cars consist- 
ed largely of taking orders, before 
“sticker shock” entered the vocab- 
ulary, and when “prime” referred 
to a mouth-watering steak, it was 
easier to ignore growing consumer 
dissatisfaction with the auto in- 
dustry. But the economic picture 
and consumers’ auto buying hab- 
its have changed dramatically ina 


very short period of time, leaving 


dealers struggling to attract and 
retain every customer they can 


get. 


“A utomotive- 
related 
complaints are a 
major consumer 
problem.” 


That’s why AUTOCAP has be- 
come so critically important to the 
health and prosperity of the retail 
auto industry. It also explains why 
General Motors, Ford, Chrysler 
and Volkswagen of America are 
involved in their own third-party 
complaint programs, and why 
nearly every import manufacturer 
has agreed to participate in, and 
support, AUTOCAP. 

e fact that a dealership re- 
ceives few complaints does not 
necessarily infer a shortage of un- 
happy customers. A national sur- 
vey taken in 1979 found that over 
one-third of the consumers who 
had experienced a major problem 
with a product didn’t complain be- 
cause, “it isn’t worth the time, and 
won't help.” AUTOCAP takes the 
time, and does help. 

AUTOCAP puts the customer in 
touch with someone at the dealer- 
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ship, (usually the dealer himself) 
who is in a position to offer a ra- 
tional explanation or a goodwill 
settlement that will resolve the 
customer’s complaint. Most dis- 
putes = — misunderstand- 
ings or lack of communication, an 
AUTOCAPs are able to facilitate : 
quick, responsive settlement in 
over 80 percent of the cases they 
receive. 

Tougher cases are heard by a 
panel, comprised of dealers and 
consumer representatives, that 
recommends a settlement based 
on all the facts involved in the 
case. Participating dealers agree 
to honor this recommendation 
which does not bind the consumer. 

Dealer concerns that the case 
may still go to litigation if the con- 
sumer is not bound have proved to 
be unfounded. Because of the im- 
partial dealer/consumer panel 
consumers usually feel they have 
had their “day in court,” and tend 
to accept the panel’s recommenda- 
tion even if they do not like it. 

Government and _ consumer 
leaders feel complaint programs 
are more credible if they don’t bind 
the consumer. Former FTC Chair- 
man Mike Pertschuk says, “In 
agreeing to bind itself, but not the 
customer, business is sending the 
public a signal that it places a 
great deal of faith in the fairness of 
the system and its ultimate deci- 
sions. 

AUTOCAP’s benefits to dealers 
extend beyond the firing-line level 
of customer satisfaction and the 
avoidance of suits. The free public- 
ity AUTOCAP generates is inval- 
uable in improving a dealer’s im- 
age in the community. The sup- 

(continued on page 42) 
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Executive Notes 


rucks not paying 
fair share? The re- 
sults of a survey re- 
cently released by the American 
Automobile Association indicate 
that more than 85 percent of state 
highway department officials 
polled in 48 states believe trucks 
are not paying a fair share of high- 
way user taxes. Respondents in 31 
states, the survey said, singled out 
large trucks as paying the least 
fair share. 

According to AAA, state high- 
way professionals in 45 states (in- 
cluding state highway directors, 
safety engineers, and “other pro- 
fessionals with expert knowledge 
of highway cost allocation princi- 
ples”) indicated they would favor a 
user tax system taking into con- 
sideration both the number and 
weights of vehicle axles. 

Also, according to results of the 
survey, officials in 30 states addi- 
tionally would favor a federal 
weight/distance tax for trucks—a 
tax based upon the weight of the 
vehicle and the distances traveled. 

In response to a question propos- 
ing options for allocating highway 
costs to different classes of vehi- 
cles, as suggested in a recent Fed- 
eral Highway Administration 
working paper, highway depart- 
ment professionals in 42 states 
gave overwhelming support to a 
plan shifting a greater tax burden 
from light to heavy trucks and 
placing progressively higher tax 
payments on heavier trucks as 
axle weights and distances tra- 
veled increased. 

Highway officials were unani- 
mously in support of a long-term 
extension of the Highway Trust 
Fund, whose authorization ex- 
pires in 1982. The experts favored 
the idea, the survey said, of allow- 


ing the federal government to re- 
duce current trust fund balances 
to a level that would support cash 
flow. The current balance of the 
fund is about $10 billion. 
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Truck turbine unveiled. Some 
very significant technology was 
revealed to the press recently in 
the form of the GT 601 turbine en- 
gine from Industrial Turbines In- 
ternational. 

The engine has been in develop- 
ment for about nine years, and it 
has been tested in a Class VIII 
Mack truck for over two years by 
engineers from the Garrett Tur- 
bine Engine Co. in Phoenix, Arizo- 
na. Garrett, along with Mack 
Truck of Allentown, Pennsyl- 
vania, and Klockner-Humboldt- 
Deutz of West Germany, make up 
the ITI consortium. Garrett and 
Mack are both subsidiaries of the 
Signal Companies. 

So far, some of the advantages of 
this turbine seem to be lighter 
weight; good cold weather opera- 
tion; its ability to provide more 
power within the volume re- 
straints of existing trucks; and low 
noise, emission, and vibration levels. 
It already meets the most strin- 
gent emission standards yet pro- 
posed by the Environmental Pro- 
tection Agency, and it can be oper- 
ated on a variety of fuels. 

With regard to performance, a 
Garrett engineer has this to say: 
“Fuel mileage is a very strong 
function of road speed. If diesel 
drivers are going 70 to 75 miles per 
hour on the flat, then they’re not 
getting very good mileage. And 
then, some of them slow down to as 
little as 25 mph to go up a steep 


hill. What we’re trying to show is 
that even with the 55 mph speed 
limit, we can have a better trip 
time overall. This can be accom- 
plished because the GT 601 allows 
us to go faster uphill and faster 
downhill, instead of taking us 
through the process of building up 
momentum, losing it before we 
crest the hill, and then exceeding 
the speed limit again on the way 
down to make up for the poor up- 
hill performance.” 

The GT 601 Mack truck is equip- 
ped with what appears to be a 10- 
speed transmission, but only three 
gears are used. The truck can also 
be stopped and accelerated from a 
standing start without engaging 
the clutch, since the power turbine 
has a characteristic similar to that 
of a torque converter. The vehicle 
can be stopped with the transmis- 
sion fully engaged in any gear. 
This feature greatly reduced the 
number of shifts on a trip, with an 
accompanying reduction in driver 
fatigue. Garrett people estimate 
that on a drive from Phoenix to the 
Arizona city of Flagstaff, a driver 
of a conventional diesel might 
shift 150 times. A driver of a tur- 
bine over the same road? Ten. 

A Garrett spokesman says ITI’s 
production of the turbine will 
probably begin no sooner than ’85. 
But based on future full-scale 
production volume, installation 
costs of the GT 601 engine in a 
heavy-duty over-the-road truck 
are estimated to be similar to the 
total installed costs of comparable 
output diesels. This analysis takes 
into account the savings on cooling 
systems, lower maintenance re- 
quirements, and longer engine life 
of the turbine, and the overall in- 
stalled costs of both types of power 
plants. fE 
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2028 Seventh Street Telephone 304 - 422-6403 
PARKERSBURG, W. VA, 26101 


TORG BUICK OPEL, Inc. 
Q ASTO A 


January 6, 1981 


Dear Jim: 


Looking back on that day in March, 1980, when you came into the dealership 
to talk about generating additional profits through the 'TekTor Protection 
System, I can certainly say that Cesaeca been greater than had been antici. 
pated. it the balance of 1980, by adding the "Tek Tor Protection to all 
our new cars, we were able to increase our average gross per car by almost $150.00. 


Besides the additional profits that have been generated, the appearance 
of our new cars has never been better. This has been a big aid to our 
salesmen in making many a sale. 


Our customer acceptance has been extremely good. As a matter of fact, 

not long ago, one of our long time customers stopped in to compliment the 
‘TekTor protection products after a trip to Florida with his grandchildren. 
One of the children spilled a soft drink on the back seat and just as we 
had told them-they blotted the spill up without any remaining stains. 


We were not surprised when our friends at ASTORG 
Buick-Opel wrote us about their additional per-car 
profits gained by using the TekTor Automotive 
Protection System in their new car sales. Our Pro- 
gram works, and it will work for you to provide a 
larger share of gross profits from each car sale. 


We expect our profits from the 'TekTor Protection Package will be even 
greater in 1981. 


Byavoiding exaggerated claims and unrealistic pro- 
mises, ‘TekTor has steadily gained the overwhelm- 
ing confidence and support of hundreds of Dealers 
from coast-to-coast. Our warranted Four-Point 
Automotive Protection System includes solid sales 
training and marketing promotion, plus reliable 
product performance for customer satisfaction. 


~ T 
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Start your "TekTor profit-center today. Send in the 
corner coupon for your free sample, and for com- 
plete facts about how ‘TekTor can be an active 
partner for your Dealership. 


Our Thanks to Robert Rowan and Joe Astorg of 


ASTORG Buick-Opel, Their Employees and 
Valued Customers. 
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__b. TeKlor Invisible Fabric Protector 
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Small size, mid-size, 
any Size... 
GM Dealers can do it all. 


No matter what size cars or trucks you have in your 
inventory, GMAC has a plan to finance your retail sales, leasing 
or rental activities. From subcompacts all the way up to 
off-highway equipment. And everything in between. 


GMAC gives you a consistent purchase policy. Flexible terms. 


A network of offices coast to coast. Fast, dependable service. 

We know you've heard this all before. But perhaps some of 
your prospects haven't. So wrap up every sales pitch with this 
simple reminder: GM Dealers can do it all. ae 


FINANCING 


Complete Dealer 
Financing Services 
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LIFO—A Short Drive To 
Increased Cash Flow. 


to reduce your taxable 
_income by removing the infla- 
tion rate from your inventory 
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SERVICE @i DEPARTMENT 


Douglas Eickhoff 


Competitive Service Pricing 


for new car dealers is long 

overdue. For years, we 
have priced all our service opera- 
tions out of flat rate books written 
by several different companies. I 
may go out on a limb by saying 
this, but, if we in the new car ser- 
vice department don’t change this 
situation, we will no longer be able 
to maintain the sales customer as 
a service customer. 

Competitive pricing is the key. 
We have to beat the competition at 
its own game. Maintenance 
services, brakes, transmissions, 
shocks, exhaust systems, cooling 
systems, tires, batteries, align- 
ments and balancing of wheels 
and tires, air conditioning service, 
tune-ups, belts, rustproofing, and 
polishing—none of these need to 
be performed at your delership. 
Specialty shops all over town will 
do the job for “your” customer 
—possibly faster, and possibly less 
expensively. 

The first step on your part is, to 
analyze your R.O.’s. If you perform 
only heavy repairs, something is 
wrong. If you determine that you 
have a problem, you must find a 


C ompetitive service pricing 


remedy. You, the dealer, and also | 


your service manager, have to 
have the attitude that you are 
going to compete with the mass 
merchandisers, that you are going 
to have a lube and oil change at a 
reasonable price, without an ap- 
pointment and long waiting. If you 
take your flat rate on all of the jobs 
we've mentioned, and multiply it 


by your retail labor rate, you are in 
trouble. 

Your second step must be—and 
your service manager should do 
the research work on this—to find 
out what your competition is 
charging. Align your charges to 
those of the competition. They 
don’t have to be cheaper, just com- 
petitive. 


“Anything a mass 
merchandiser 
does, you must be 
able to doas 
reasonably and 
with better 
quality.” 


Customer retention is the key. 
Your customers should only think 
of your service department when 
service is needed. If they get into 
that habit, your chance of selling 
that owner another car is far bet- 
ter than if you see him only once 
every two or three years. 

Because of your competitive 
pricing in all maintenance jobs, 
you will attract new customers 
who will discover the convenience 
of driving to your dealership to 
have all their service done at one 
time and at one place of business. 

A service maintenance price 
board in your service department 


might be a good attention getter. 
Combine that with direct mail and 
newspaper advertising, conve- 
nient service hours, Saturday veh- 
icle pickups, liberal credit policies, 
and a “The customer is always 
right,” particularly-during-the- 
warrany-period-attitude, and the 
customers will keep coming back. 

The way I look at it, when my 
price is about the same as the mass 
merchandiser’s, but I take the cus- 
tomer home or give him a ride to 
and from the train station, or a lift 
to his office, well, the muffler shop 
or the Sears down the street won’t 
do that. If you take care of him, you 
will retain him. You must make 
sure that the customer knows that 
no matter what he needs done to 
his car, he can come to you and 
have the complete job done at a 
fair price. 

But reaching this point isn’t ac- 
complished easily or quickly. You 
must be interested to be competi- 
tive in your service department. 
Anything a mass merchandiser 
and gas station does, you must be 
able to do as reasonably and with 
better quality. It is worth the 
trouble. I is not something you 
can turn on or off. 

You can’t build the confidence of 
your customers overnight, but 
take the first step toward building 
that confidence—the step that can 
help make a customer out of all 
those who drive past your dealer- 
ship to the nearest Sears, Wards or 
service station for that profitable 
maintenance work. fE 


This column is prepared exclusively for automotive executive by Douglas Eickhoff, General Manager, Knauz Continental Cars. All comments or questions pertaining to these columns 


should be addressed to: Douglas Eickhoff, Knauz Continental Cars, 1044 N. Western Ave., Lake Forest, IL 60045. 
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Are 7 getting your share of 
the millions of complete radiators 
| sold in the aftermarket? 


HARRISON RADIATOR-GRAM 


DIRECT-SHIP PROGRAM NEW DISCOUNT POLICY 


TO ALL GM DEALERS, THEIR GENERAL MANAGERS AND SERVICE AND PARTS MANAGERS: 


NOW YOU CAN ORDER COMPLETE NEW RADIATOR ASSEMBLIES, VIA DIRECT DELIVERY 
TO YOUR DEALERSHIP, AT A PRICE THAT GIVES YOU THE OPPORTUNITY TO SELL TO 
RADIATOR REPAIR SHOPS, BODY SHOPS AND INDEPENDENTS. THIS NEW PROGRAM 


\ 
| 
| 
LARGER SHARE OF THE “COMPLETES” BEING SOLD IN THE RADIATOR AFTERMARKET! : 
pr 
HARRISON 
*INCLUDES: |e) 
¢ STANDARD HARRISON RADIATOR DIVISION 
e LIGHT-WEIGHT COPPER/BRASS GENERAL MOTORS CORPORATION 
8 ¢ NEW ALUMINUM/PLASTIC LOCKPORT, NEW YORK 14094 
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Antitrust problems in 
setting labor rates in body 
and service shops 


Problem: Dealer A has been having trouble getting the XYZ Insur- 
ance Company to pay his new body shop labor rate of $14 per hour. He 
mentions this problem to Dealer B at a Christmas cocktail party and 
learns that Dealer B likewise has been finding that the X YZ Insur- 
ance Company refuses to pay more than $12 per hour. Dealer A and 
Dealer B decide that the time has come to do something about the 
problem, as they each are losing employees to higher-paying jobs. 
The two dealers meet for lunch in early January, and Dealer A 
says: “I am going to put out a general notice that, effective February 
1, my body shop labor rate is $14 per hour. If you do the same, I bet it 
won’t be long before most of the dealers in the area will be charging 
$14 per hour, and the XYZ Insurance Company will have to pay that 
rate or not get its work done.” Dealer B responds, “Well, I don’t know; 
Iam going to have to think about it, as I can’t afford to lose XYZ’s 
business.” The two say nothing more to one another on the subject, 
but within the next two weeks each of the dealers sends out notices to 
insurance companies and other dealers that his new labor rate is $14 
per hour. 
Two months later, Dealer A and Dealer B are served with sub- 

poenas to appear before a federal grand jury investigating violations 
of the Federal antitrust laws. 


Discussion: Dealer A and Dealer B violated the Sherman Act, one of 
the principal arms of the Federal antitrust laws. Section 1 of that Act 
provides that “every contract, combination or conspiracy in restraint 
of trade is illegal.” Those simple but ambiguous words have been 
broadly interpreted by the courts over the years, with the United 
States Court of Appeals for the Fourth Circuit in Richmond saying 
recently: 

Any acts of collaboration in the fixing of charges controlling pricing 
of products or services, which interferes with the setting of price by free 
market forces, may be sufficient. . .toamounttoan illegal combina- 
tion under theSherman Act. . .Anagreement, shown either by 
adherence to a price schedule or by a proof of consensual action fixing 
the uniform or minimum price, is itselfillegal under the Sherman Act, 
no matter what end it was designed to serve. Morrison v. Nissan Motor 
Co., No. 78-1384 (4th Cir. June 25, 1979) 

Because of their conversations at the cocktail party and at lunch in 
January, Dealer A and Dealer B are charged by the United States 
Government and by the Virginia Attorney General as having fixed 
together their labor rates for body shop services, an act the Govern- 
ment characterizes as a “conspiracy in restraint of trade” in violation 
of Section 1 of the Sherman Act. But why? Did not Dealer B tell Deal- 


EE 


This column is prepared by the Legal Group of the National Automobile Dealers Association. For further information or questions concerning the items appearing in this column, write: 
Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
ena 
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Paint-like product 
rejected by EPA as fuel 
booster 


Areader asks: 


er A at their January meeting that he was not sure what he was going 
to do? How can there by a conspiracy unless both parties actually 
agreed to charge $14 an hour? 

The simple answer is that the Government does not need to prove 
that the parties actually agreed between one another to raise their 
prices. All the Government has to show is that they talked together 
about the problem and then each undertook action to increase their 
prices, With these facts, the Government will infer an illegal con- 
spiracy even if no direct proof of an actual agreement exists. As one 
federal court has said, “A knowing wink can mean more than words” 
in proving an unlawful agreement. Esco Corp. v. United States, 340 
F.2d 1000, 1007 (9th Cir. 1965). 

But what of the need to raise the labor rate in order to keep good 
employees? Were not the dealers justified in their efforts to obtain 
higher rates? The simple answer is no; good intentions are irrelevant 
in antitrust actions. 


Conclusion: Because of their vagueness and breadth, the antitrust 
laws can pose problems for dealers when they least expect them. Con- 
versations with competitors on any aspect of pricing, even if engaged 
in with good intentions, carry high risks of liability. A violation of the 
Sherman Act isa felony, punishable witha fine of up to $1 million in 
the case of a corporation, a fine of up to $100,000 in the case of an 
individual, and a prison term of up to three years. Dealers should 
always follow this simple rule of thumb: Never discuss rates or 
prices with your competitors. (Article Courtesy of the Virginia 
Automobile Dealers Association.) 
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The Environmental Protection Agency (EPA) is required by law to 
test retrofit devices to determine whether the devices actually im- 
prove fuel economy and meet expectations of claimed performances. 
The EPA is also required to publish the results of its tests and conclu- 
sions. 


A recent analysis was performed by EPA on “Basko MW Engine- 
coat.” “Enginecoat” is really two paint-like products designed to insu- 
late some engine components and cool others. It was claimed that 
“Enginecoat” improved fuel economy and performance while reduc- 
ing vehicle emissions. 

EPA has concluded that no valid test data proves that “Engine- 
coat” works as claimed. Moreover, EPA discovered that installation 


of the product on an engine already installed in a vehicle is extremely 
time consuming. 
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A reader from North Carolina asks: l’ve been seeing price stickers on 
imported pickup trucks. Since these aren’t required under the Mon- 
roney Law, can’t Ijust rip the stickers off my trucks before sale? 
While federal law does not require price stickers ( Monroney labels) on . 
pickup trucks, (15 U.S.C. §1231 et. seq.), EPA mileage labels are re- 
quired, (15 U.S.C. §2006). Dealers have the responsibility to “main- 
tain” the EPA labels on pickups. A manufacturer may place the EPA 
information on the same sticker as the price information. If this is the 
case, and the EPA information is included with the price information 
on your pickups, you must not remove, alter or render the EPA label 
illegible. 

Because federal law does not require price information on pickup 
trucks if the price label is separate from the EPA label, then you may 
remove the price information. In some states, price information must 
appear on all vehicles, and in these states, you must either post the 
price or maintain the price information that al ready appears. Check 
with your local attorney to see whether you have a state price sticker 
law. 

In general, you are wise to be cautious and not remove the price in- 
formation, especially ifEPA information is incorporated on the same 
label with the price information. fE 
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by Ron Rogers 
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hings are getting warm. 
Ever since it became ob- 
vious Detroit had commit- 
ted itself to join the battle for the 
small car market with a sizeable 
chunk of its considerable re- 
sources, the relationship between 
the imports and the at-homes has 
grown from a war of words to 
something much more important 
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and substantial. 

The first of the in-earnest 
onslaughts on the import beach- 
head—the K-cars, the X-cars, and 
the  Escort-Lynx cars—have 
achieved a fairly good degree of 
success. But because of the limited 
numbers involved, virtually no 
one expected any foreign carmak- 
er to immediately be driven back 
into the water, and that kind of a 
situation definitely hasn’t hap- 
pened. 

Now, though, we’re about to wit- 
ness a much truer test. The U.S. 
companies have summoned up 


some rather impressive reinforce- 
ments, and those cars are just the 
first of many that will, in the en- 
suing months and years, try to 
take away the toehold that 
Toyota, Honda, Mazda, Datsun, 
Peugeot, and so many others have 
worked so hard to gain. 

In fact, General Motors has 
made its position very clear: it is 


aiming its new J-cars directly at 
the imports, and it’s out to change 
the opinions of the Americans who 
have been buying them over the 
last several years. It calls its new 
Chevrolets, Pontiacs and Cadil- 
lacs, “the import fighters,” and its 
rallying cry is, “we can compete 
successfully against every com- 
pact and subcompact available in 
this country.” 

Pontiac’s J-2000 and Chev- 
rolet’s Cavalier are each wrapped 
in four different body styles: two- 
door coupe, four-door sedan, two- 
door hatchback, and four-door 
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wagon. The Cadillac Cimarron 
has been molded into a four-door, 
four-passenger sedan, with a price 
tag and curb weight (2594 pounds) 
somewhat above that of the other 
two cars. 

As you might know, or might ex- 
pect, the new GM entries are 
front-wheel drive, and fall right in 
between, in several ways, the X- 


car and the Chevette (or Pontiac’s 
new look-alike T-1000.) 

In Cadillac’s case, the car is a 
totally different experience—the 
company last built a car of Cimar- 
ron’s approximate size and weight 
in 1905, the Model D five-passen- 
ger touring sedan, which boasted 
30 horsepower, 50 mph capability, 
and 34-inch artillery wheels. 
Cadillac, in fact, hasn’t seen a 
four-cylinder car since 1914, and 
the question remains as_ to 
whether or not this “new kind of 
car” will be able to find its “new 
kind of owner.” In its search, it 
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will probably be bucking cars such 
as the BMW 320i, the Audi 4000, 
the Toyota Cressida, and Datsun 
810 Maxima. 

Cimarron’s overall length of 173 
inches, and also its 101.2- 
wheelbase, exceed the dimensions 
of the other J-cars by just about an 
inch. All of the cars have a choice 
of just one engine—a 1.8 liter, 
transverse-mounted, OHV L-4 
Chevrolet-designed production, 
teamed with either a four-speed 
manual or a three-speed automa- 
tic transmission. It produces a 
peak of 85 horsepower at 5100 
rpm. 

Pontiac is working on a 1.8 liter 
overhead cam, fuel injected L-4, 
which should be ready early in the 
82 calendar year. And, scheduled 
for a few months further down the 
road, is a five-speed manual trans- 
mission. 

The curb weight of the Cavalier 
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and the J-2000 ranges from about 
2350 pounds to 2500, depending 
on the body style, and thanks to 
drag coefficients as low as .392, 
pre-EPA test estimates peg the 
cars, mated with the manual 
transmission, at about 30 mpg city 
and 46 highway. That should 
make them good competition for 
the Datsun-200 SX, the Honda 
Accord, and several others. 

The “J” has a good look, and it 
corners and holds the road overall 
very well. For a car of its size, the 
ride is very good. 

General Motors is counting a 


great deal on this car, and many 
people consider it the cornerstone 
of its overall small car effort. At 
this moment, production is going 
on in just two locations—Lords- 
town, Ohio and Southgate, Cali- 
fornia—but by August of next 
year, the number of U.S. plants 
will be increased to four, and the J 
series will also be produced by that 
time in Canada, Britain, West 
Germany, Australia, Brazil, 
South Africa, and Japan. 

The J-car effort, General Motors 
says, is a world car design concept, 
a vehicle line that will incorporate 
several identical parts and some 
interchangeable subassemblies, 
even while incorporating enough 
design flexibility to allow for dif- 
ferences in body styles and other 
differences. 

Without a doubt, the import- 
ance of the car is one of the reasons 
the company has “taken stock” 


and decided it has been a bit shy in 
the past in the “fit and finish” 
area. From what was evident dur- 
ing the long-lead press preview, 
GM has done a great deal to 
change the situation. Fit and fin- 
ish, most of the writers and editors 
agreed, were excellent. 
Apparently, the reason for the 
improvement is not so much a case 
of commitment, as it is design and 
manufacturing technique. The 
molding fits were improved on the 
door headers by featuring mitered 
joints—butt joint concepts are 
smooth and well matched. The 


new flush windshield and back 
window each feature vinyl ex- 
terior moldings without joints, 
thereby cutting down on wind 
noise problems. 

The traditional sheet metal fil- 
ler panel at the base of the back 
window has been eliminated, re- 
ducing the number of joints and 
simplifying the assembly process. 
And, for the first time, the entire 
side frame portion of the car (on 
the four-door sedans and wagons) 
is being stamped in one piece. 

On coupe models, GM is using a 
three-piece side frame assembly, 
but only three joints remain in the 
side door opening. The upper joint 
is tucked into the corner, and the 
two lower joints are covered by a 
sill plate. 

The J-car also incorporates 
something called the net hole con- 
cept. It insures that each compo- 
nent is aligned perfectly in rela- 


tionship to the others, coordinat- 
ing key points on certain parts in 
order to reduce the number of vari- 
ables that normally build up at 
assembly. 

GM has outfitted robots with op- 
tic-laser scanners, and program- 
med them to scan any opening in 
the car body to determine if it is 
absolutely dimensionally accu- 
rate. If a computer detects a trend 
toward a discrepancy, action can 
be taken to make a correction be- 
fore the situation becomes a major 
problem. Every car body is check- 
ed. 
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GM has made adjustments in 
many other “fit” areas, and actual- 
ly, it’s a consciousness that many 
companies’ new products seem to 
be exhibiting. 

One of those companies, Ford, is 
following its highly acclaimed 
Escort and Lynx with the Mercury 
LN7 and the Ford EXP, and 
melodramatic as it may seem to 
say it, success is almost crucial. 
The strategy that’s so much a part 
of this car is geared toward the 
youth market, the ’80s “singles 
society,” and the expectation that 
not everybody has fallen in love 
with the “box-like” look. 

The new entries, introduced last 
month, are built on the same plat- 
form as the Escort/Lynx, and the 
engine is the same (a 1.6-liter 
four-cylinder matched with a 
manual transaxle). Yet, the look is 
quite distinct. 

In fact, the EXP and LN7 are 


distinct from each other, also. 
They are not carbon copies with 
different nameplates. The Ford 
version is a notchback, priced at 
about $7250, with a good group of 
standard features, including pow- 
er brakes, rack-and-pinion steer- 
ing, independent rear suspension, 
full instrumentation, electric 
rear-window defroster, AM radio 
(a delete option), reclining bucket 
seats, interval windshield wipers, 
and halogen headlamps. 

The new Mercury has a “bubble- 
back” hatch, a $500-heavier price 
tag, all 


the features of its . 


aforementioned cousin, and a few 
more standard items, to boot. Dual 
outside mirrors, electric liftgate 
release, smoked tail lamps, low- 
back bucket seats, and a digital 
clock are all included. 

The drag coefficients of the two 
cars are .37 and .36, EPA ratings 
are 29 and 46 (city and highway), 
and the company’s commitment is 
considerable. Between now and 
September 30, Ford Motor expects 
to sell 70,000 EXPs and 20,000 
LN7s, and during the regular ’82 
model year, it expects to sell 
200,000 and 70,000 more, respec- 
tively. Presumed competition: 
Honda Prelude, Datsun 200-SX, 
and Toyota Celica, among others. 

Domestics and imports alike are 
going to have to contend with not 
only the Pontiac T-1000 version of 
the Chevette we previously men- 
tioned, but also a dieselized ver- 
sion of the Chevette itself. Produc- 


tion on the latter car, which, ex- 
cept for the engine, is identical, by 
the way, to the old standby, 
started about a month ago, cou- 
pling four-door hatchback sedans 
and two-door hatchback coupes 
with an Isuzu-built 1.8-liter, 
four-cylinder diesel plant, and 
either an Isuzu five-speed manual 
or three-speed automatic trans- 
mission. EPA-estimated mileage 
is 40 city and 55 highway, but 
GM-estimated production for the 
car is fairly modest, at least 
through the current model year. 
Because of limited engine availa- 
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bility, the car will initially only be 
sold in the Atlantic and Pacific 
coast regions, sans California, 
where the engine has not yet been 
certified. The reasoning behind 
the strategy? Those are the areas 
where import sales have been the 
highest. 

What about the imports? Well, 
it’s safe to say that many of them 
fully intend to counter with some 
moves of their own, and for the 
second straight year, AE has 
discover, some 
months in advance, some hard in- 
formation or at least some hints as 
to what those moves might turn 
out to be. Honda and Mercedes 
refused to shed any light on what 
is or isn’t about to break, but for 
the most part, company spokes- 
men had some fairly interesting 
things to say. 

Rumor has it, at least, that 
Honda is ready to put in a fairly 


stand-pat year. There will prob- 
ably be some refinements to the 
line, but it seems, anyway, that 
any major changes, such as a V-6 
engine, will have to wait until 
1983. 

Isuzu, in addition to providing 
Chevrolet with the LUV truck, (as 
well as that vehicle’s new diesel 
power), is quite busy marketing 
its maiden independent U.S. mod- 
el this month, and adding dealers. 

Initially, it’s going to limit its 
launch to just 22 states, a number 
that, for now, excludes the New 
England, Great Lakes, and Mid- 
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west areas. The company says it 
wants to limit itself to 200 dealers 
prior to going into those additional 
areas, and it feels that figure will 
probably be reached by the end of 
this month. 

The decision on just how many 
dealers Isuzu eventually wants 
does not seem to be firm, but it 
appears that 650 by the end of ’84 
is a pretty decent approximation. 

In the meantime, the new entry 
in the U.S. market will sprinkle 
the remaining 26 states with “ser- 
vice points,” dealers who, though 
they will be selling no cars, will be 
trained to repair them in the event 
a wandering Isuzu owner encoun- 
ters a problem outside of the com- 
pany’s sales area. 

It seems fair to say those dealers 
will probably get first crack at a 
new car franchise when Isuzu does 
expand into those areas. 

Anyone interested in picking up 
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this predominantly diesel line 
will, by necessity, have to be inter- 
ested in dropping a few dollars as 
well. Isuzu says that before a deal- 
er can receive a shipment of its I- 
Mark cars and its P’up trucks, he’ll 
be expected to come up with a se- 
parate showroom for the product. 
Says a spokesman, “We recog- 
nize that, with our availability 
this year being somewhere be- 
tween 35,000 and 40,000 vehicles, 
it would be unreasonable to re- 
quire dealers to provide us with an 
entirely separate facility of sales, 
service, and parts. But we do think 


we are in line to require them to 
provide us with a separate show- 
room of at least 1,500 square feet. 

“We have advised our dealers 
that they are more than welcome 
to service their vehicles in an ex- 
isting service department and 
store their parts in an existing 
parts department. But we do re- 
quire them to provide us with 400 
separate square feet of parts in 
that existing department, as well 
as a minimum of one service stall 
with a lift.” 

Dealers making a deal with Isu- 
zu have the right to market a line 
that includes deluxe-trimmed 
two- and four-door models, each 
available in gas and diesel; a base 
diesel coupe; and a sporty coupe 
LS, also available in gas and die- 
sel. 

Known as the Gemini in Japan, 
the Isuzu I-Mark is very similar to 
the automobile the company sold 


in Buick dealerships under the 
Opel nameplate in ’77-’79. The 
base diesel coupe goes for $6699, 
and the other models range from 
$5917 to $7660. 

A new, very sporty 2+2 Isuzu, 
called the Piazza in the home 
country, is opening there in June, 
and sleek and peppy as it is, witha 
variety of current and planned 
powerplants, it will probably not 
hit these shores until the Spring of 
83, although a bit earlier is a pos- 
sibility. 

Engine size in the I-Mark, by 
the way, gas and diesel, is 1.8 li- 


ters, and the company estimates 
the mix will be tilted in the diesel 
direction by about 80 percent. 
However, diesel certification in 
California will probably take a few 
more months and, in the case of 
the P’up truck, it will likely take a 
good deal longer. 

Toyota likes to keep as mum as 
possible about its future, but the 
strongest rumor concerns a 
change—a _ rather substantial 
one—in the Celica. Look for it to 
probably hit the States at ’82 mod- 
el year intro time. 

Of course, just last month, Toy- 
ota filled out its big-selling Corolla 
lineup with a sporty new hardtop 
model. The new two-door joins the 
Sedan, Liftback, Wagon, and fast- 
back Sport Coupe models, and it’s 
been made available in two ap- 
pointment levels: Deluxe, with a 
three-speed automatic transmis- 
sion, and SR5. 


The SR65 has been equipped with 
a five-speed overdrive trans, along 
with interior features such as Toy- 
ota’s AM/FM multiplex sound sys- 
tem. Both hardtops include, as 
standard, a center-console mount- 
ing for the radio on a swivel base, 
and both also feature a 1.8-liter 
four-cylinder engine. 

The wheelbase is the same as 
that of all the other rear-wheel- 
drive Corollas, 94.5; city/highway 
mpg is 28 and 39 with manual 
shift; curb weight is 2,275 pounds; 
and horsepower is 70. 

The other real news from Toyota 
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right now concerns its trucks. 
About a month ago, it jumped on 
the bandwagon that’s getting pop- 
ular with several manufacturers, 
and presented its dealers with a 
shot at a diesel pickup: the Deluxe 
Long Bed, equipped with a 2.2 li- 
ter, four-cylinder powerplant. 

Over at Volvo, company repre- 
sentatives were able to give us a 
pretty good idea of the direction 
the Swedish automaker is about to 
take. 

In June, it will add another body 
style—a four-door—to the GLT 
Turbo series it introduced last 
Fall. It’s taking the action, it says, 
because of a good deal of customer 
and dealer input, and for the same 
reason, it is also adding, next 
month, a “low-line” Turbo. 

This latter car—at this writing 
still unnamed—will bear a good 
deal of resemblance, as far as its 
“look” is concerned, to the late GT. 


Unlike the GLT Turbo, it will not 
have air conditioning as standard 
equipment, it will not have power 
windows or mirrors, and it will 
have plain black cloth seats in 
place of silver velour. 

The Volvo Diesel, last year just 
a 49-state car, has been making a 
mighty effort to get certified this 
year in California, and it looks like 
the breakthrough is imminent. 
Assuming the certification does 
take place, the ’81 version of the 
car should hit the showrooms 
across the country for the first 
time in June. 

When it does, dealers will notice 


a distinct difference over last year 
in trim level. Last year, the trim 
was basically DL—no power op- 
tions except steering, and the 
plainest of the Volvo interiors. For 
’81, though, the diesel and the GL 
level will match up for the first 
time. 

When the ’82 model year rolls 
around in October, the GLE six- 
cylinder sedan, we are told, will be 
pretty much the same. We have 
been assured, in fact, that the new 
year will not bring about a new 
downsized Volvo, nor an engine 
substitution, nor any change in 
any of the model designations. 

But the Volvo people do say that 
there will be an ’82 model Volvo 
that will be somewhat different 
than this year’s version, and they 
say there will be “component 
changes that will yield fuel eco- 
nomy improvements to models 
and products that you are basical- 


ly accustomed to looking at.” 
That sounds like a minimum- 
alteration model year, and it 
looks as though the small and 
economical 343 that’s now in 
Europe has literally no chance 
of becoming a USS. item. It’s just 
not feasible to convert it to domes- 
tic specs, and that seems to be the 
final word on the subject as far as 
the company is concerned. 
Because of rather poor mileage, 
the Peugeot 604 has been a miss- 
ing item, lately, on the U.S. inven- 
tory list, but beginning May 8 at 
the L.A. Auto Expo, it’s coming 
back as the 604 Turbo Diesel. 
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Call it a hybrid or call it whatev- 
er, the car will have the same body 
as the old 604 SL, but also the 2.3- 
liter, four-cylinder turbocharged 
engine that was put in the Peugeot 
505 last November. The result? 
Apparently, about 26 or 27 mpg 
city, and hopefully, significantly 
better sales. 

On the horizon, for probably the 
83 model year, is the 305, a front- 
wheel-drive, transverse-mounted 
engine car that is in France now. 

The front end will be changed 
from its present look in order to 
suit it to the U.S. market, and the 
Americanized engine will proba- 
bly end up being something be 
tween a 1.6 and a 1.8 liter. Cur- 
rently, the European version of- 
fers three plants: a 1.3-liter gas, a 
1.5-liter gas, and a 1.6-liter diesel. 

The car will have four-wheel in- 
dependent suspension, it will be 
available in four-door sedan and 
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station wagon configurations, and 
it will be aimed squarely at auto- 
mobiles such as the Audi 4000 and 
the Renault 18i. When the new 
wagon arrives, the 504 wagon will 
be dropped. 

In Europe, the 305 is approxi- 
mately 166 inches in length over- 
all, with a wheelbase of 103. Re- 
portedly, it is the highest mileage 
car in its class in that part of the 
world. 

Way down the road, in ’86, we 
are told, Peugeot expects to havea 
subcompact car in the U.S. that’s 
now under development. Appar- 
ently, it will be, at least in some 


ways, reminiscent of the Rabbit. 

The French carmaker sold 
13,000 units in this country last 
year, a company record, and be- 
cause it has been fairly active in 
bringing on new products the past 
12 months, it hopes to sell 21,000 in 
1981. 

Peugeot is actively seeking 
dealers (it now has 330 and wants 
375 by the end of the year), and it 
is particularly looking to the 
Midwest. Interested parties 
should contact Gary B. Cooper, 
National Sales Manager, Lynd- 
hurst, N.J. 07071. Telephone is 
(201) 935-8400. 

Mazda, of course, filled out its 
new front-wheel-drive GLC line in 
January with a four-door notch- 
back, but, come September, there 
is likely to be very little that’s new 
at all. The next big year is set to be 
83. 

The next car due for a major 
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change is said to be (and it sounds 
logical) the 626. The philosophy of 
the hierarchy seems to be that the 
626 should be a front-wheel-drive 
automobile, so the current car will 
probably be superseded in ’83 or 
83 1/2. 

With respect to long range, 
there’s something else to consider: 
the Mazda leadership apparently 
wants to get the rotary engine, as 
an option, back into passenger cars 
“at the earliest possible moment.” 
It is considered to be economical 
and efficient, with considerable 
prospect for improvement, and the 
leadership feels the engine ob- 


viously has tremendous advan- 
tages in packaging and in saving 
weight. 

For ’82, the RX-7 will probably 
get minor improvements, and the 
GLC, it seems, will pretty much 
stand pat. There is the possibility 
of a mini-van soon, but don’t count 
on it for awhile (the local Mazda 
people have been asking for it for 
years), and the same can be said of 
a diesel engine. When the diesel 
comes (and that’s more of a “when” 
than an“if”), it will be placed in 
the truck first. 

Over at Saab, the new model 
year will not bring any changes in 
styling. However, the ’82 turbo- 
cars will be getting a development 
reported on last year: the APC, 
or Automatic Performance Con- 
trol system. Saab says this devel- 
opment can boost fuel economy up 
to eight percent, while at the same 
time boosting acceleration up to 20 


percent, and the system also 
allows the engine torunon fuels 
of different octane ratings without 
special adjustment, and without 
knocking. 

Saab and Lancia together are 
cooperating in the development of 
something else: two new series of 
automobiles, one for each com- 
pany. Reportedly, the car each au- 
tomaker ends up with will be dis- 
tinct from the other, with som. 
joint components. 

Basically, the new Saab will be 
the same class of car the company 
is selling now—it will not be a 
small economy model. (A spokes- 


man says Saab is not interested in 
that market.) The estimated intro 
date is, at least right now, ’83-’84. 

Renault just recently came out 
with a five-door Le Car to comple- 
ment the three-door, and it is just 
about an exact replica of the origi- 
nal. The five-door version, howev- 
er, priced at $5822, comes only in 
the Deluxe trim level. 

During the ’82 model year, Re- 
nault will send over what is known 
in France as the Fuego. It’s 
perched upon an 18i chassis, but 
it’s built in a sporty two-door, four- 
seater configuration that is remin- 
iscent of the Porsche 924. At this 
writing, it appears the engine will 
be the same as that of the 18i—a 
1.6 liter, four-cylinder, fuel-inject- 
ed gasoline powerplant—but 
they’re also talking about turbo- 
charging. 

Of course, the vehicle AMC-Re- 
nault dealers are especially wait- 


ing for is the first Kenosha-as- 
sembled, AMC-Renault joint ven- 
ture car, code-named the X-42. 
Production is due to begin in 1982, 
for sale in the ‘83 model year. 
Thanks to a government waiver, it 
does not have to have the normal 
minimum 75 percent local com- 
ponentry, but it will be more than 
50 percent U.S.-sourced. It will be 
four-cylinder, it will be front- 
wheel-drive, and, according to 
AMC people, it will be compact 
class. 

With respect to the two current 
French nameplates, the only 
change dealers should expect in 
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October is in the powertrain area 
of the 18i. The Jeep line, with the 
addition of the Scrambler, was re- 
cently changed more than that, 
and this interesting new entry is 
positioned right between the CJ-7 
and the Honcho. 

The new truck has a 103.5-inch 
wheelbase (10 inches longer than 
the CJ-7), and its overall length of 
177 inches beats the CJ-7 by 33. It 
has a five-foot cargo box in back of 
its two seats, and it has a 2.5-liter 
four-cylinder plant up front. Its op- 
tions, among many, include three- 
speed automatic transmission, 
and V-8 power. 

In the case of Volkswagen, sev- 
eral things are going on, some of 
them due to the fact that Volkswa- 
gen of America is celebrating its 
25th Anniversary. 

To mark the occasion, special 
editions of the fuel-injected Jetta 
(most of them in silver) are being 
made available, and they have 
been packed with additional in- 
strumentation, primarily a tach; 
new-style alloy wheels; an up- 
graded, blue interior; a sports 
steering wheel; and color-keyed 
trim. 

More important, though, is the 
introduction of the Jetta Diesel, 
slated for June or a little bit later. 
This car will have the sheet metal 
and chassis, and so on, of the fuel- 


injected Jetta, along with the 1.6- 
liter, 52 horsepower engine found 
in the Rabbit. 

The car’s availability will ex- 
tend through the ‘82 model year, 
but, there will also be an anniver- 
sary version for just a limited 
time, decked out much like the 
other special-look VW we men- 
tioned. 

Also in June, the four-speed 
Rabbit diesel will be equipped 
with an innovation called the “E 
light” (E for economy), otherwise 
known as an “up-shift indicator 
light.” 

The device tells the driver when 


to shift to the next highest gear in 
order to achieve optimum fuel effi- 
ciency.Volkswagen says it will 
build a limited number of vehicles 
with this feature right now to test 
customers’ reactions, but it plainly 
expects the item to be a hit. The 
company feels the light is a signifi- 
cant economy aid, part of what will 
be a program by VW of “driver-or- 
iented economy devices” which 
will require the driver’s action. 

The light will not flash on and 
annoy the driver during idle, and 
it will also not bother him when 
he’s cruising around town in top 
gear. 

When October rolls around, 
dealers will notice a considerably 
revised Scirocco on the showroom 
floor. Not everything has been fi- 
nalized for the U.S. market, but 
the car will have a new suit of 
clothes, and more space, though it 
will retain the same 2+ 2 configu- 
ration. It will have approximately 
the same running gear, the same 
engine—there are no plans for tur- 
bocharging right now—but the 
miles per gallon should improve 
because of improved aerodynam- 
ics. The drag coefficient has been 
reduced from .42 to .38. 

Hopefully in October, but per- 
haps later, will come a completely 
new Dasher. It will probably, we 
are told, have more interior room, 


better aerodynamics, and better 
performance, though the engines 
have not been decided upon yet; 
and, it will probably be available 
in four-door, wagon, and two-door, 
though the latter is a bit iffy. It 
will be slightly larger than the 
current version, and weigh about 
50 pounds more. 

Beyond what we’ve already 
mentioned, the Jetta will be just 
about status quo in ‘82, and as far 
as the skin of the Rabbit is con- 
cerned, it’s a ditto situation. How- 
ever, Volkswagen’s U.S.-produced 
car seems to be in for some signifi- 
cant changes and modifications 
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under the surface. 

Over at Datsun, the latest thing 
is a turbocharged version of the 
Datsun 280-ZX sports car. The 
turbo treatment boosts the 2.8-li- 
ter, six-cylinder engine from 145 
horsepower to 180, and it takes the 
powerplant’s 22 combined mpg 
down to 21. 

The Turbo ZX engine is mated to 
a modified three-speed automatic 
transmission, and the suspension 
has larger stabilizer bars, heavier 
shocks, and rests on special alloy 
wheels mounted with wider, low- 
profile tires. 

The price has been modified to 
something around and under 
$17,000, and Datsun says about 
7,000 of the Turbos will be availa- 
ble through the rest of 1981. 
Slightly more than 71,000 normal- 
ly-aspirated 280-ZX cars were sold 
last year, and next year, both ZX 
versions will be in production. By 
then, some of the Turbos will un- 
doubtedly have five-speed manual 
transmissions, and 2+2 configu- 
rations. 

About two months ago, Datsun 
expanded its truck line’s versatili- 
ty by introducing a 61 horsepower, 
four-cylinder diesel engine to its 
Deluxe shortbed, Deluxe longbed, 
and King Cab models. That was 
rather good news for the automak- 
er’s dealers, but a bit more intrigu- 
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ing is the news that a diesel ver- 
sion of the 810 is due here in June. 
It'll be a 2.8-liter plant, and it'll be 
steady as she goes (no change) 
with respect to the rest of the car. 

Around the start of the new 
model year, there will be new cars 
behind the 210 and 310 logos as 
well. The 210 will go front-wheel- 
drive (the 310 already is), and both 
will utilize a family of single-over- 
head-cam, four-cylinder engines 
in the 1.3- to 1.5-liter range. Four- 
and five-speeds and automatic 
transaxles will be available on 
both. 

Fiat really doesn’t have a good 
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deal to say, but it has just come up 
with a turbocharged version of the 
Spider. It’s initially going to pro- 
duce just 1200 of these cars, and 
depending on their acceptance, 
will “explore the adaptation of the 
Turbo to other models.” 

Ifthe latest move does go beyond 
the Spider, the X 1/9 would be the 
next logical step. Fiat acknowl- 
edges its marketing plan is to put 
increased emphasis on its sports 
car line. 

Fiat spokesmen insist there is 
nothing imminent with respect 
to new cars or powerplants, and 
that’s also the case with Lancia. 
Ferrari, though, is finally coming 
forth with the Mondial 8. Its eight- 
cylinder engine and drivetrain are 
reminiscent of the GTBi and GTSi, 
but it has all-new coachwork, and 
a 2+2 Pininfarina design. 

It’s safe to say that at BMW, 
most of the lines will stay rela- 
tively stable. The 320i, 633CSi, 
and 733i will receive some modifi- 
cations, but nothing that will con- 
stitute a “new model introduc- 
tion.” 

However, whichever car the 
company sends over from its 5-ser- 
ies family will be considerably dif- 
ferent. 

The body of the 5-car, which will 
probably be seen around the end of 
November, is not radically differ- 
ent. It’s aerodynamically im- 
proved, lighter and more modern 
overall, but there’s a strong family 
resemblance still there. The big 
differences, we are told, and they 
will be significant, will be in the 
powertrain. 

The engine in the car will be a 
gasoline one, but, probably in mid 
to late 1982, BMW will be coming 
out with turbocharged diesel en- 
gines that will definitely be, “state 
of the art.” The engines are the 
product of a unique design utiliz- 
ing direct fuel injection, and they 
are due to be built by a 
joint-venture company, BMW- 
Steyr, when the Austrian factory 
where they will be constructed is 
completed. The engines will be 
2.5- and 3-liter in-line sixes, and 
it’s possible that versions of them 
may, in time, end up in the cars of 
other manufacturers. 

At this writing, Subaru of 
America executives had not yet re- 
turned from Japan, and were not 
able to comment on what changes, 
if any, Subaru would make for the 


new model year. However, from 
what we can ascertain, it will be a 
slow year, with just a possibility of 
seeing the company’s new 2-liter 
flat six powerplant. We'll let you 
know what we can learn further in 
the June issue of AE. 

Mercedes, as we indicated earli- 
er, has decided to remain mum on 
its ‘82s, but look for something 
new with its S-class coupes. That’s 
about all we can tell you. 

That leaves Porsche-Audi and 
Delorean, and that leaves a good 
deal. 

Audi,later this month, is bring- 
ing out the Audi Coupe, the first 
coupe from this automaker to see 
the U.S. It’s the car the company 
has been moving toward ever since 
the birth of some of the sportier 
versions of the Audi Fox, and it’s 
fair to call it an evolution of the 
4000 line and the 5+5 model. 

It’s a two-door sedan with ample 
room for four people, and its styl- 
ing includes a windshield raked at 
a 60 degree angle. Its rear-end 
styling, like the front, is very dif- 
ferent from the 4000, and its ride is 
also substantially changed. 

However, the Coupe does have 
the 4000’s chassis, (99.8-inch 
wheelbase, 177 inches overall), 
and it is powered by the 2.2-liter, 
five-cylinder engine, coupled with 
either a five-speed, or a three- 
speed automatic. The drag coeffi- 
cient has been pared down to .39 
on the car, and the EPA rating is 
36 highway, and 21 city. 

Company spokesmen peg the 
Coupe right at the BMW 320i, and 
say they hope to have about 7,000 
or 8,000 available over a year’s 
time. Price will be about $12,000. 

It’s possible that by the end of 
‘81, a limited number of the Audi 
Quattro will hit the U.S. That’s 
the full-time mechanical four- 
wheel-drive car that gets better 
mpg with four-wheel than it would 
with two. If it comes, the five- 
cylinder Turbo car will be very ex- 
pensive, probably in the $30,000 
range. 

We’re much more sure to see, 
and in greater numbers, turbo die- 
sel versions of the two Audi stand- 
bys during the course of 1982. The 
cars have not even been intro- 
duced in Europe yet, but plans are 
for a four-cylinder turbo diesel 
version of the 4000, and a five- 
cylinder turbo diesel version of the 
5000. 


In the case of Porsche, the next 
evolutionary step of the 924 line 
will take place sometime during 
‘82. It will probably incorporate a 
larger-displacement non-turbo en- 
gine, and probably, some of the 
body work from the Carerra-GT 
look that was so popular at last 
year’s Frankfurt Auto Show. 

If the car happens, the styling 
will include new front fenders that 
are considerably more flared than 
the ones you see now, and also, 
fender flares in the rear that will 
be, unlike those on the Carerra, 
incorporated into the rear body 
styling. They will not be add-ons. 

Spokesmen say the 911 will stay 
basically pat for the time being, 
but they add that development 
work is continuing on it, even 
though, at one time, it had been 
scheduled for demise. 

On the 928, Porsche engineers 
are working on a cylinder cut-out 
engine that features two separate 
manifolds for each group of four 
cylinders. It should give more pow- 
er at full throttle, and better eco- 
nomy at part throttle. The engine 
is at the test stage right now, and 
is probably a couple of years away. 

The last car we’re going to re- 
view is the DMC-12 from Delo- 
rean, coming to the U.S. market 
straight from Dunmurry in North- 
ern Ireland. It’s been described, all 
through its development, as a 
“dream car,” an “enigma,” and an 
“impossible dream,” among other 
things. 

Just what is it? Well, it was de- 
signed in Italy by Georgio Guigia- 
ro, its engine is a 2.8-liter Peu- 
got-Renault co-op, and its skin is 
stainless steel. 

Sporty as it is, it has a good deal 
of luggage space, and it looks like 
it could be interesting competition 
for Porsche. 

Time will tell what’s going to 
happen to it, but Delorean is al- 
ready well into bringing along a 
four-door sedan version, planned 
for 1983. Also planned is a twin 
turbocharged and intercooled ver- 
sion of the DMC-12, which is esti- 
mated to have a top speed of 160 
miles per hour, and also 6.5-second 
acceleration from zero to 60 mph. 

For sure, 1981 1/2 looks like a 
very competitive half year, and 
with the Americans trying desper- 
ately to get back what they’ve lost, 
things are not likely to cool down 
even one tiny degree. 3 
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he annual ATD conven- 

tion in Reno was entitled 

“prescription for survi- 
val.” When ATD’s Truck Commit- 
tee decided on that theme last 
year, I don’t think any of them en- 
visioned the depth of the slide that 
occurred in 1980. Truck sales fell 
40 percent, the prime went over 20 
percent, and truck manufacturers 
lost millions of dollars. Yet, out of 
all of this, has come something we 
can all look toward. 

Tom Egan’s opening-session re- 
marks at TRX-81 brought the 
message home to me with tre- 
mendous force. Egan said that 
1981 will be the “Year of the Deal- 
er.” I keep thinking about that, 
and I believe those words have a 
lot of import. By the “Year of the 
Dealer,” I don’t necessarily mean 
this year is going to break all re- 
cords in sales and profit. What I 
mean is, if today’s franchised new 
truck dealer is planning to be to- 
morrow’s truck dealer, then he is 
going to have to take definite steps 
now to plan his personal “prescrip- 
tion for survival.” 

The decade of the ‘80s will make 
several demands on today’s truck 
dealer. He will have to resolve the 
problems of a sagging economy 
beset with high interest rates and 
depressed sales. He will have to 
deal with manufacturers who are 
staggering under _ significant 
losses, weighty management prob- 
lems, and the threat of import 
competition. He will have to con- 
tend with a government still 
threatening his very survival and 
livelihood. And, he will have to 
work in a marketplace that 
hampers his dealership’s cash flow 


Pat Close 


and leaves him with high invento- 
ries, low profits, and a sporadic 
parts and service business. 


“The dealer will 
have to fend for 
himself.” 


The response to the demands of 


the ‘80s will have to be action—ac- 
tions that truck dealers will have 
to take on their own. That makes 
1981 a “Year of the Dealer,” and it 
means the truck dealer will have 
to fend for himself, rely on his own 
personal skills and be actively in- 
volved in the decisions being made 
which will affect his business, his 
dealership, and his life. Too many 
times in the past the truck dealer 
has wittingly or unwittingly al- 
lowed forces outside his business 
to dictate his future. If today’s 
truck dealer is going to be here to- 
morrow, he will have to insure it 
by taking his own initiatives. 
Tom Egan mentioned in his 
speech that the manufacturers 
will not be the sole answer to the 
dealer’s problems. Truck dealers 
will have to press for concessions 
and better communication, but di- 
rect financial assistance looks to 
be limited to say the least. Last 
year, we saw White go Chapter 11, 
International scramble to restruc- 
ture its debt, and other manufac- 


turers lose millions of dollars. The 
dealer will have to rely on the fac- 
tory for the product, but it seems 
unlikely that the factory will try to 
save the weak or inefficient deal- 
er. 

The government has been an ad- 
versary for so long, I believe eve? 
Reagan’s trimming and cutting 
will take years to heal the numer- 
ous wounds inflicted on the bus!- 
ness community. Truck dealers 
are going to have to press for tax 
relief such as the Federal Excise 
Tax repeal. They will also have t0 
keep themselves actively involve 
in the legislative and electoral 
processes. If they don’t, they'll find 
themselves beset with a hostile 
Congress and Administration that 
will dictate laws as they did in the 
past. Only truck dealers—smal 
businessmen—are equipped 10 
adequately educate and inform 
the government about what they 
need, want, and desire. An 
though it appears unlikely right 
now that the federal government 
will rush to the aid of the nation’s 
truck dealers, positive steps are 
being taken and they will continue 
to be, if we continue. But we have 
to make up our minds that it will 
take time. We have to push, but we 
have to be patiently persistent. 

The marketplace poses perhaps 
the toughest challenge of the years 
ahead. The truck dealer will simp- 
ly have to learn how to handle a? 
economy with high interest rates, 
spiraling inflation and instability 
or. . . else. 

Gone are the days of high and 
painless inventories—the dealer 
will not be able to afford them- 

(continued on page 41) 


This column is prepared exclusively for automotive executive by Patrick R. Close, director of NADA’s American Truck Dealers Division. All inquiries should be addressed to: Pat 
Close, director of ATD, 8400 Westpark Dr., McLean, VA 22102. 
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“Savvy” 


€€ You'd expect The Associates to know how to finance trailers. ie 
but they have a sales savvy second to none! 99 


Bruce Myers 
Utility Trailer Sales 
San Leandro, CA 


“As one of the nation’s largest dealers, we move a lot of 
trailers every month. But, we know it takes more thana 
Yreat product, top facilities, and a smart Sales approach. 
Ittakes a ‘Partnership’ relationship with our financing 
source; it takes money know-how as well as an 
Understanding of customer problems. The Associates 
ay be the finance pros, but they have a sales savvy 
Second to none. Ever since we went into business. 
ave relied on them to give us both the financial 
8nd business Support we need. Frankly, we just 
Ouldn't have grown as fast or as solidly without 
The Associates: 


The Associates 

Truck/Trailer Financing & Leasing 
55 East Monroe Street 

Chicago, IL 60603 


Call toll-free 800-621-5226 
THE a 


In Illinois, call collect (312) 781-5800 
ASSOCIATES 


40 offices to serve the transportation 
industry 


Associates Corporation of North America 
® aGulf + Western Company 


The Associates: People Worth Knowing 


Of Mit 
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ADA testified before Congressional commit- 
tees on two occasions during the closing days 
of March to offer comments on tax policy. 

On March 25, Frank E. McCarthy, NADA Execu- 
tive Vice-President, and John J. Ferron, Executive 
Director of Research and Dealer Operations, 
appeared before the House Small Business Commit- 
tee. The intent of the hearing, called by Congressman 
Nowak of New York, was to gain support for a “tax 
reduction program which will necessarily direct a 
substantial portion of its benefits to smaller firms.” 
Nowak went on to comment that “overregulation and 
a confusing tax system work against the small busi- 
ness person’s success.” 

In opening his testimony, McCarthy described the 
decidedly negative experiences of dealers in 1980, 
and he went on to say that “even more alarming” are 
the prospects for the future “if the current economic 
climate remains unchanged for any appreciable 
period of time.” To reverse the economic trend, 
McCarthy proposed the enactment of a temporary 
tax credit for consumers purchasing new auto- 
mobiles, and certain inventory reform measures. 
McCarthy, speaking on behalf of NADA, went on to 
“strongly support the current bipartisan efforts to 
accelerate depreciation schedules.” 

Ferron, addressing the same Congressional com- 
mittee on the specific subject of inventory reform, 
called such reform “essential,” and said the need for 
it is “immediate and cannot be understated.” NADA, 
he said, wants the Congress to aggressively address 
the tax treatment of inventories, “in an attempt to 
equalize taxation methods between small businesses 
and large ones.” Ferron emphasized that reform is 
“vital to the survival of our small business mem- 
bers,” and he said that, specifically, NADA feels 
there are two areas of inventory reform that need to 
be addressed: 

The first area in need of attention is simplification 
of LIFO procedures. NADA supports Congressman 
Nowak’s bill, H.R. 2319, which would permit dealers 


NADA TESTIFIES BEFORE 
CONGRESS 


to group goods or items of inventory into a limited 
number of inventory pools, rather than in multiple 
pools as is the current requirement. The second area 
that needs attention is the tax treatment of obsolete 
parts and inventories. Ferron told members of the 
House Small Business Committee that NADA favors 
a legislated objective percentage write-down as a 
practical method for substantiating the value for 
those parts identified as excess. The rationale behind 
seeking this reform is “simply that with car and 
truck dealers losing money, this is the most effective 
way to increase cash flow.” In closing, Ferron pointed 
out that dealers need “relief in the tax treatment of 
inventories—not more forms, penalties, or procedur- 
al ambiguity.” 

George Lyles, NADA First Vice President, testi- 
fied before the House Ways and Means Committee on 
March 26. The theme of Lyles’ testimony was the ur- 
gent need for enactment of a tax credit program for 
the consumer purchasing a new automobile. A tax 
credit program, Lyles said, would be a “short-term 
solution that will not only help save the nation’s 
small business dealer from bankruptcy, but but will 
also serve as a first step in increasing production 
within the industry.” NADA supports a temporary, 
$500 credit to purchasers of new automobiles. A pro- 
gram such as this of a one-year duration, Lyles told 
the full panel of committee members, would sell an 
additional 700,000 new units and put over 150,000 
workers back to work. 

kk & , 

Congressman LaFalce introduces bill to 
preempt state usury limits on consumer loans. 
On March 12, 1981, Congressman John J. LaFalce 
(D-NY) introduced legislation, H.R. 2501, which 
would preempt state usury limits on consumer loans. 
To date, no hearings have been scheduled on the bill. 

NADA supports the concepts proposed by Con- 
gressman LaFalce in H.R. 2501, and will keep you 
abreast of any developments in this area as they 
occur. i633 


This is one of a series of monthly columns dealing with legislative issues of concern to franchised new car and truck dealers. It is intended to provide a brief summary of those actions either 


already taken by the Congress or currently pending which will impact on your business. 
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One person 
with an Oakleaf 
is acomplete 
profit center 


Complete. That’s the best description of the Oakleaf 
Auto Dealership Computer. 

First, the Oakleaf Sales Prospecting Program turns 
your Oakleaf into the perfect personalized letter 
writing system, aggressively pursuing your best 
prospects... prior customers. Next, your Oakleaf ties 
in directly with TRW, CBI or any other credit bureau 
for an up-to-date credit report. 

Your Oakleaf will then help you figure the best deal 
possible, with full F&I included at the touch of a but- 
ton. Typing the contract and all the dozens of other 
forms is done immediately by your Oakleaf, with com- 
plete accuracy and a professional appearance. 

It all adds up to showroom traffic, increased sales, 
accuracy and a successful professional image. Could 
you use these things in your dealership? 

The Oakleaf Auto Dealership Computer is backed 
by Oakleaf & Associates, Inc., a national corporation 
with offices in all major population centers. Oakleaf 
takes responsibility for manufacture and programming 
and maintenance, for your security. Continuing re- 


search and development also makes today’s Oakleaf 
computers compatible with tomorrow’s advances. It’s 
safe to buy an Oakleaf. 

For more information on the profit potential of the 
Oakleaf Auto Dealership Computer, or for the number 
of your local Oakleaf representative, call Barbara Jen- 
nings, National Marketing Department, (800) 423-3681 
or in California (213) 989-5989 collect. 
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| f 14600 Titus Street ee 
a Panorama City, CA 91402 
Oakleaf & Associates, Inc 


Your name 


Dealership ___ 


Address 


City _ 


A Short Drive I 
To Increased Cash Flow 
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resident Reagan haspledged 
P: tax cut, and your tax rate 

will probably be lower when 
you file next year’s tax return. Do 
you know one profitable dealer 
who will intentionally pay more 
tax by using the old higher rates? 
We don’t. 

Yet, most dealers in the United 
States will overpay their income 
tax when they file their next re- 
turn. Why? Because they will re- 
port inventories in the same old 
way. Just what is the right inven- 
tory method? 

To answer that question, AE 
interviewed one of the nation’s top 
tax authorities, Irving L. 
Blackman, C.P.A., senior tax 
partner of the Chicago accounting 
firm of Blackman, Kallick & Com- 


pany. 

AE: If you were to pick the sin- 
gle greatest tax savings opportu- 
nity for today, what would you 
choose? 

Blackman: LIFO—a method 
for valuing inventory on a last-in, 
first-out basis. 

AE: Why LIFO? Hasn’t it been 
around for more than 40 years? 

Blackman: Yes, it has. Ac- 
tually, there are two _ basic 
methods of valuing inventory. One 
is an assumption that says, 
first-in, first-out (FIFO). This 
means you value your inventory 
on the basis of the cost of the last 
item placed in stock. The other 
method is last-in, first-out (LIFO). 


This means you value your inven- 
tory on the basis of the cost of the 
first item placed in stock. Under 
LIFO, the last items purchased— 
presumably at higher prices due to 
inflation—are assumed to be the 
first items sold. LIFO eliminates 
phantom profits by removing the 
inflation rate from your inventory 
value. The result is delightful. 
LIFO reduces your taxable in- 
come, cuts your income tax, and, 
therefore, increases your cash 
flow. 

AE: Can you give us an exam- 
ple? 

Blackman: Let’s say you sell 
replacement part “x” for $100. As- 
sume your inventory consists 
partly of part x’s that cost you $50 
apiece five years ago and partly of 
part x’s that cost you $75 this year. 
Under FIFO, you would have a $50 
profit on each old part “x” sold. 
Under LIFO, you would show only 
$25 profit no matter which part 
“x” you sold. 

AE: Okay, LIFO can be used as 
a hedge against the steady rise in 
inventory replacement costs. But 
why is LIFO so much in the spot- 
light now? 

Blackman: Double-digit infla- 
tion rates are the reason. Auto 
dealers are socked a second time 
by double-digit interest rates. But 
there is another reason why LIFO 
is catching on. New IRS regu- 
lations now permit a business to 
show the figures for both LIFO and 
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FIFO in the same financial state- 
ment. In short, you can use LIFO 
for tax purposes and FIFO for re- 
porting purposes. 

AE: How can LIFO provide 
cash-flow relief? Aren’t those just 
buzz-words? 

Blackman: If you pay less in- 
come tax, you improve your net 
cash flow. It’s as simple as that. 

Improved cash flow also relates 
to a dealer’s ability to compete. If 
you stick with a traditional inven- 
tory method like FIFO, you pay 
more income tax. Therefore, you 
can’t match your competitor’s cash 
flow, and you don’t have the cash 
to invest in new people, new in- 
ventory, or whatever your com- 
pany needs most. You must bor- 
row money and pay 15 percent to 
20 percent to finance what your 
competition is saving from LIFO. 
You're at a distinct disadvantage. 

AE: Where does the decision to 
switch to LIFO start? 

Blackman: LIFO essentially 
starts with Section 472 of the 
Internal Revenue Code and the 
regulations. 


AE: If a dealer must switch to 
LIFO based on information found 
in the Code, very few will ever do 
it. Doesn’t it take a highly experi- 
enced accountant to decipher the 
law and make LIFO work? 


Blackman: True, the law is 
quite confusing. In fact, there’s 
nothing in the Code or the regu- 
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lations that tells you exactly how 
to institute the different methods 
or make the various elections that 
the IRS will accept. It’s done on a 
taxpayer-by-taxpayer basis, and it 
does require a professional. 


AE: Have the big companies 
taken advantage of LIFO? 


Blackman: Only a few of the 
Fortune 500 companies aren’t on 
LIFO. That has given the mis- 
taken impression that LIFO is an 
election for the giants—that it’s 
too complex, too involved for the 
mid-sized or smaller company. But 
that myth has been perpetuated 
only because the expertise that 
was necessary to implement it was 
transferred from one very sophis- 
ticated tax person to another. Asa 
practical matter, the little guy can 
take advantage of LIFO under 
exactly the same rules as the 
giant. 

AE: Who are you calling the 
“little guy?” What’s the cutoff 
point? 

Blackman: Opinions’ vary. 
Some experts suggest that a busi- 
ness shouldn’t consider LIFO un- 
less it has at least $1 million in in- 
ventory. Others believe that a 
business with as little as $100,000 
in inventory can elect LIFO. 

Let’s just run some numbers. 
The savings formula is the rate of 
inflation times your ending inven- 
tory times your tax bracket. So if 
you have $1 million in inventory 
at 10 percent inflation, you're 
talking profits that are overstated 
by $100,000. If you’re in a 46 per- 
cent tax bracket, you’ve spent 
$46,000 in income taxes that you 
didn’t need to pay. Every dealer 


Blackman: Let’s use an exam- 
ple. You’re a corporate taxpayer 
on a calendar year. Your initial 
tax return is due on March 15, 
1981. You get an automatic exten- 
sion for 90 days, which brings you 
to June 15. You can get a second 
extension with Uncle Sam’s per- 
mission, which takes you to Sep- 
tember 15. As long as you attach 
the 970 to that return, the IRS 
must grant you your election to 
adopt LIFO. 

It’s the only election I know of in 
the tax law where you can look 
backward after the year is over 
and save dollars. 

AE: Is it possible to create a tax 
refund? 

Blackman: Yes. If a dealership 
has paid estimated taxes antici- 
pating a profit, and it then elects 
LIFO which reduces profits, it can 
go back and reclaim the estimated 
tax by adjusting future payments. 

Furthermore, if the dealer not 
only reduces his profits but creates 
a loss, he can then get a loss car- 
ryback. 

Let’s summarize this point: If 
LIFO reduces the current year’s 
profit, you reduce taxes; if LIFO 
causes a loss in the current year, 
the government will send you a 
check for your carryback loss. And 
yes, the IRS will pay you interest 
on this refund. 

AE: Once a company elects 
LIFO, is the decision irreversible? 

Blackman: No, you can drop 
LIFO if it’s not working to your 


LIFO. 

AE: Must LIFO be applied to all 
inventories across the board? 

Blackman: No. Most. dealers 
elect LIFO only for new vehicles 
and demonstration vehicles. That 
would mean parts and accessories, 
as well as used cars, would stay on 
FIFO. Larger dealers usually put 
everything except used cars on 
LIFO. Each category that is put on 
LIFO is called a “pool.” 

AE: Are there any restrictions 
in the works? A dealer wouldn’t 
want to get into LIFO this year 
and then have all its benefits 
wiped out by the 97th Congress. 

Blackman: There’s nothing 
pending in Congress to change the 
LIFO law. It’s well entrenched, 
both historically and economi- 
cally, as an acceptable method of 
valuing inventory. If anything, 
changes by both the IRS and the 
Congress have been toward 
facilitating LIFO. For example, 
the IRS, on its own, changed the 
regulations to meet the financial 
needs of business by allowing 
companies to report both FIFO 
and LIFO on the same year-end 
statement. 

AE: So LIFO is here to stay? 

Blackman: Absolutely. It’s one 
of the greatest weapons in the ar- 
tillery of the business taxpayer. 
When a dealer, regardless of size, 
analyzes LIFO’s benefits, he will 
find he can’t afford not to adopt the 
last-in, first-out method of inven- 
tory valuation. 


eee 


How much can you reduce your taxes? 
(Table assumes 46% tax rate and 10% inflation.) 
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Blackman: You can’t adopt $ 100,000 $ 4,600 $ 119,410 
LIFO for a previous year once 200,000 9,200 238,820 
you've filed a tax return for that 500,000 23,000 597,050 
year. If you’ve already filed your 1,000,000 46,000 1,194,100 


return for 1980, for example, you 
can’t amend it. You'll have to wait 
until next year to elect LIFO. But 
if you haven’t filed yet, it’s not too 
late for 1980. 

AE: How does a company elect 
LIFO? 

Blackman: You simply attach a 
Form 970 to your tax return. In ef- 
fect, you can file retroactively for 
one year. 

AE: How long can a company 
wait to make an election? 


advantage for some reason. 

AE: Does a company ever have 
to pay back what it saves if it 
sticks with LIFO? 

Blackman: Rarely. It’s a per- 
petual deferral as long as you stay 
in business and maintain your 
LIFO inventory level. The typical 
dealership is passed from genera- 
tion to generation, so as a practical 
matter, the business may never 
pay back what it saves by using 


Editor’s note: Irving Blackman has writ- 
ten a new manual that offers step-by-step 
LIFO implementation instructions. The 
LIFO-$AVE Implementation Manual ex- 
plains the specific methods for adopting 
LIFO, inventory pooling, reporting re- 
quirements, and pertinent IRS Code sec- 
tions and regulations. 

If you are interested in obtaining a man- 
ual, or need other help or information in 
order to deal with the subject, write 
Blackman, Kallick & Company, Ltd., LIFO 
Auto Dept., 180 North LaSalle Street, 
Chicago, IL 60601. fE 
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ee fter ten years of what 
seemed like 90-hour 
work weeks, I thought I 


would finally be able to sit back 
and enjoy the financial success I 
had made of my business. But then 
inflation hit 10 percent and in- 
terest rates 15 percent, and I dis- 
covered that not.only were my per- 
sonal finances not keeping pace, 
the tax bite on my income was eat- 
ing it up.” 

At 45, Joseph T. Wallace, the 
owner of an automobile deal- 
ership, had, like many entrepre- 
neurs, never devoted much time to 
his personal finances. He had al- 
ways assumed they would “take 
care of themselves.” An offer to 
buy his multi-million dollar deal- 
ership, however, made him look 
closely at his personal financial 
situation for the first time in a 
decade. 

“It was hard to believe. I had no 
firm fix on my personal balance 
sheet. Financially, I didn’t know 
where I was, how I had gotten 
there, or where I was going. I had 
good financial advisors, many of 
whom were also involved with my 
business, but I was providing little 
direction to maximize their 
efforts. My tax accountant, law- 
yer, and investment counselor 
were all working independently 
with no one to pull together the 
fragments of advice to focus on my 
personal goals.” 

Mr. Wallace’s name is fictitious, 
but the circumstances are real. 
Too strapped for cash when he was 
starting the business, he had done 
little if any planning for his fami- 
ly’s future. He had no personal re- 
tirement plan, his home was 
heavily mortgaged, and _ his 


haphazard life insurance coverage 
had never been reviewed. 

Further, he still had three 
young children to educate, at a 
cost he figured could total about 
$165,000 by the time they would 
finish college. 


Mr. Wallace and his family 
lived comfortably, but they were 
aware their lifestyle might be dif- 
ficult to maintain in an economy 
where the 1967 dollar is, in these 
times, worth barely 40 cents and, 
likely, five years down the road, 
just 26.3 cents if the current infla- 
tion rate continues. 


Strategic Planning for Personal 


Finances 


“A key strategy in the growth of 
my business had always been con- 
tinuous long-range planning, in 
which I set goals, formulated oper- 
ating plans to achieve them and 
allocated budgets to establish 
activity levels,” Mr. Wallace says. 
“Suddenly I realized the value of 
subjecting my personal financial 
life to this same comprehensive 
planning discipline. And that’s 
what I finally did. A friend sug- 
gested I consult the financial plan- 
ning specialists that had helped 
him successfully put his personal 
finances on track.” 

“It takes a lot of concentration 
and energy to create and run a 
business, and the last thing any- 
one wants to do when he gets home 
is involve himself in family fi- 
nances,” says Henry Moore, Presi- 
dent of Personal Capital Planning 
Group, Inc., an independent sub- 
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sidiary of Merrill, Lynch & Co. 

“It’s understandable. But not 
taking care of ‘business at home’ 
can have some serious conse- 
quences. You can lose control of 
day-to-day finances, and see your 
income and assets eroded by infla- 
tion, unplanned-for expenses, or 
unnecessary taxation. To make 
matters worse, you could find 
yourself forced to sell off potential- 
ly lucrative investments, or draw 
dangerously large sums of money 
from the business to meet personal 
expenses.” 

Financial planning, Mr. Moore 
stresses, “forces you to evaluate 
what you're doing. It develops a 
personalized guide to both the 
present and future financial deci- 
sions you will have to make, and it 
outlines approaches to meet spe- 
cific goals.” 

Once Mr. Wallace—and his 
wife—decided to participate in the 
planning process, the first step 
was to organize all their financial 
data. They gathered together de- 
tailed information on assets and 
liabilities, earnings and benefits, 
investments, insurance programs, 
taxes, business interests, wills 
and trusts. From all this, the 
financial planning specialists de- 
veloped a full set of financial state- 
ments—net-worth, balance sheet, 
cash flow and tax statements—for 
this year and projected 10 years 
into the future. These statements 
were analyzed to determine pres- 
ent and future financial circum- 
stances based on expected asset 
performance, as well as anticipat- 
ed income and spending patterns. 


“Just gathering the data made 
the whole planning process worth- 
while,” Mr. Wallace says. “It clar- 
ified my current financial life and 
made me realize how much coor- 
dination is required.” 


Management by Objectives 


One of Personal Capital Plan- 
ning Group, Inc.’s_ professional 
planning experts was assigned to 
assist the Wallaces in the plan- 


ning process and to help them 
understand the plan that was lat- 
er prepared for them. Working 
with their planning counselor, the 
Wallaces crystalized their finan- 
cial objectives, and as a result, 
some problems associated with 
their existing financial strategies 
were identified. Their specific 
objectives and concerns: 

@ reviewing the tax implica- 

tions of a sale of the company; 

@ developing a long-term in- 

vestment strategy that deals 
with the prevailing economic 
outlook; 

e and, providing funds for the 

education of their children. 

Because Mr. Wallace also was 
concerned with providing for his 
wife and his heirs, he had estate 
planning goals, as well. Basically, 
he wanted to be sure his assets 
were distributed in accordance 
with his wishes with a minimum 
of estate taxes and other expenses. 

Not surprisingly, Mr. Wallace’s 
net worth was comprised almost 
entirely of his interest in the busi- 
ness. In 1981, after he sold his 
multi-million dollar company, the 
bulk of his assets would become 
highly liquid. He had no specific 
strategies for putting these funds 
to work to provide a return on in- 
vestment that would deal with in- 
flation and excessive taxation. 

The tax statement developed for 
the plan showed a marginal tax 
bracket of 70 percent in 1980 and 
1981, which would drop to around 
50 percent assuming he sold the 
company and accepted a consult- 
ing position. If he decided not to 
sell his interest in the company, 
however, his marginal tax bracket 
would remain at 70 percent. 

On the other hand, if the com- 
pany weren't sold, the plan laid 
out some of the advantages and 
disadvantages of recapitalizing 
the company and making gifts of 
common stock to his family to re- 
duce income taxes at the time ofan 
eventual future sale. 


Education Strategies 

Because educational funding 
was another key objective for the 
Wallaces, the plan discussed 
appropriate strategies for their 
specific situation, including gifts 
in trusts and interest-free loans. 
Even though many of the expenses 
would be incurred several years 


hence, the plan advised steps to be 


taken now to help meet the ex- 
penses with fewer after-tax dol- 
lars than if the expenses were paid 
as incurred. The plan recom- 
mended Mr. Wallace make lump- 
sum gifts of $80,000 in 1980 and 
$85,000 in 1981. Assuming a 10 
percent rate of inflation and an 8 
percent rate of return after taxes 
invested by the trust—he would 
have enough to pay for the educa- 
tion of his three children. The con- 
templated sale of his business 
could provide the cash to make 
gifts. 

Charting the Ripple Effect 


“What was really significant 
about the planning process,” Mr. 
Wallace says, “was that I could 
clearly see and understand how all 
of my finances were interrelated 
and how each move I made in one 
area would affect all the others.” 

The financial plan he ultimate- 
ly received took that into account. 
Its basic elements: 

© discussed tax implications of 
the sale of his business; 

® recommended several invest- 
ment strategies, assuming he 
sold his company; 

@ enumerated compensation 
and benefits options related to 
a possible change in status of 
employment after the sale of 
the business; 

@ discussed the possibility of a 
personal holding company to 
manage the proceeds from the 
sale of his business; 

@ suggested he consider recapi- 
talizing the company if he 
didn’t sell it; 

@ and, suggested alternative 
methods of providing educa- 
tional costs for his children. 

The 100-plus-page document, a 
blueprint of short- and long-term 
financial strategies, provided the 
alternatives Mr. Wallace should 
discuss with his laywer in nego- 
tiating an employment contract 
prior to selling his dealership. It 
also discussed the tax ramifica- 
tions of alternative methods of 
sale he should discuss with his 
accountant. It described the risks 
and rewards involved in incorpo- 
rating a consulting business if he 
decided to become an independent 
consultant rather than an em- 
ployee. And it drew up health in- 
surance guidelines he should ex- 
plore before the sale, so as not to 
have a time gap in coverage. 


To Sell or Not To Sell 


The plan, in reviewing in detail 
the tax effects of Mr. Wallace’s 
proposed disposition of his busi- 
ness, looked at all the options. He 
could, for example, sell his stock 
directly to the purchaser. This 
would probably be the easiest 
method and the one that would 
provide the most favorable tax 
treatment to him, because it 
would qualify for favorable capital 
gains treatment. Or, he could liq- 
uidate the corporation. If he 
adopted such a plan, and all assets 
of the corporation were distribut- 
ed within 12 months, then no gain 
or loss would be recognized to the 
corporation in the sale of its “prop- 
erty” within the 12-month period. 


Building Assets 


An effective investment pro- 
gram was particularly important 
to the Wallaces to assure them a 
comfortable retirement. Because 
of uncertainties regarding the sale 
of the business, their financial 
plan devised three investment 
strategies: one for 1980, a more in- 
tricate plan for the liquid assets 
resulting from the sale in 1981, 
and an ongoing one if he retained 
his interest. All three strategies 
were based on the Wallaces’ finan- 
cial objectives, investable assets, 
ability to assume risk, and the cur- 
rent rate of inflation. 

For 1980, the plan recom- 
mended a portfolio distribution of 
45 percent common stocks, 35 per- 
cent short-to-intermediate-term 
tax-exempt securities, and 20 per- 
cent in cash or equivalents. This 
20 percent could provide the li- 
quidity that would be required for 
expenses in connection with the 
sale of the business. 

To protect against inflation, 
maintain liquidity and generate 
income for 1981 and _ beyond, 
assuming sale, the distribution 
recommended was 45-50 percent 
common stocks, 30-35 percent 
fixed-income securities and cash 
reserves, and 20-25 percent other 
investments, including direct in- 
flation hedges. If the company 
were not sold, the 1980 invest- 
ment strategy would apply, with 
some adjustments. Because most 
of his assets wold then still be tied 
up in his business, the plan recom- 
mended that he avoid additional 


(Continued on page 42) 
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The Case for Tax Relief 


s this article was being 

[0 prepared, there was much 
press concerning the 
growing opposition in Congress to 
President Reagan’s tax reduction 
proposals. To a large extent, those 
opposed to the tax cut proposals 
have based their arguments on a 
concern over the size of the budget 
deficit. Administration and other 


“It’s likely tax 
relief legislation 
will be enacted 
this year.” 


economists have generated data 
which attempts to minimize the 
adverse effects of the tax cut pro- 
posals. 


The numbers generated by 
those in support of a tax cut have 
been assailed as being based on 
“hallucinogenic |= assumptions,” 
and they’ve been called the basis 


of a new branch of “voodoo eco- 
nomics.” The fact is, the Adminis- 
tration’s projections actually 
understate the case for tax relief. 
This is because the revenue differ- 
ences are formulated from Carter 
Administration projections which 
clearly would not have been 
obtainable without tax relief. 
There is, however, no need for (or 


benefit from) arguing over the 
numbers. The case for tax relief is 
much more fundamental. 


Personal Tax Reduction 


During the decade of the seven- 
ties, the U.S. enacted several ma- 
jor tax changes aimed at reducing 
taxes, but still the present tax bite 
is at historically high levels. Indi- 
vidual income taxes as a percent of 
income (the tax bite) have risen 
from less than 10 percent in 1971 
to nearly 12 percent in 1980. If 
present tax laws were to remain in 
effect, it is estimated the tax bite 
would rise to almost 15 percent by 
1984. If social security taxes are 
added into the computation, the 
tax bite would rise from just over 
12 percent in 1971 to an estimated 
18 percent by 1984. It follows fun- 
damentally, therefore, that what 
the Administration is asking for is 
not a tax reduction, but merely the 
abolition of proposed tax in- 
creases. 

The President’s proposal calls 
for a 30 percent reduction in per- 
sonal income taxes over a three- 
year period. Unlike the tax 
changes of the seventies, the per- 
centage reduction in the current 
proposal for each income class is 
approximately the same. Previous 
cuts were heavily weighted to- 
wards the lower-income brackets. 
As a result, although the overall 
federal tax was increased from 


1969 to present, the tax bite for 
those in the lower 40 percent of the 
tax brackets has declined from 4.5 
percent to 2.8 percent of total in- 
come. 

The objective of the Administra- 
tion’s plan is, of course, to provide 
incentives. A significantly in- 
creased savings rate, it is hoped, 
will come to the aid of the troubled 


“The objective of 
the plan is to 
provide 
incentives.” 


financial markets. There are two 
basic reasons why one should ex- 
pect this will be the case. The 30- 
percent tax reduction means, in ef- 
fect, a 30-percent increase in the 
rate of return on the money in sav- 
ings, and a 30-percent reduction in 
the value of interest rate deduc- 
tions. It is for these reasons, along 
with the fact that tax relief—and 
the inherent increase in dispos- 
able income—increases the incen- 
tive to work, that we wholeheart- 
edly support the President’s prop- 
osal. 

This is not to say the proposal is 
perfect. If, for example, the Ad- 
ministration had truly wanted to 
increase the supply of labor, it 
would have been better to target 

(continued on page 38) 
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How do you fit 
yesterday's big-car buyers 
into today’s small cars? 
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With adjustable 
Tit Wheel It'sthe £ 
onelowpriced iS 
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buyers feelrightathomeinaGM — eltadjusts to different size drivers— 
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Irving Blackman 


IRS Removes Last LIFO Hurdle 


ometimes, the IRS protects 

the taxpayer instead of the 

tax revenue. In July 1979, 
the IRS issued proposed regula- 
tions concerning the LIFO (last-in, 
first-out) “conformity require- 
ments,” and both the accounting 
profession and the business estab- 
lishment applauded. The regula- 
tions were made final in January 
of this year, and I would say a long 
and loud standing ovation from 
the entire business community 
again is in order. 


LIFO is an inflation fighter. It 
removes the phantom profits from 
inflation-swollen inventories. A 
lower inventory translates into 
higher current costs, lower paper 
profits, lower taxes and increased 
cash flow. Delightful! 


In spite of the obvious tax ad- 
vantages, the move to LIFO has 
been slow. Why? Two words: con- 
formity requirements. Simply put, 
the conformity requirements 
meant that a LIFO election for tax 
purposes locked the taxpayer into 
LIFO for financial statement pur- 
poses. The results? The balance 
sheet had a lower inventory, hence 
showed less equity. The porfit and 
loss statement showed less profit. 
Such statements irked investors 
and stockholders; credit grantors, 
in many cases, lowered the availa- 
ble line of credit. 

What business wanted was the 
right to use LIFO for tax purposes 
and FIFO (first-in, first-out) for 
statement purposes. The final reg- 


ulations allow you to do exactly 
that. The key provision in these 
regulations allows you to use LI- 
FO on your “primary” year-end 
statements and FIFO (or whatever 
other method you used before 
electing LIFO) on “supplemental” 
statements. The best news is that 


“Business wanted 
the right to use 
LIFO for tax 
purposes and 
FIFO for statement 
purposes.” 


the primary and supplemental 
statements can be included in the 
same year-end financial report. 

The conformity requirements 
have been blunted. LIFO’s time 
has come. (See: LIFO: A Short 
Drive To Increased Cash Flow, 
page 22.) 

kkk 

You must cooperate with a 
TCMP audit. What is aTCMP? In 
my opinion, it is a no, no, and it 
should be outlawed. It means, 
“Taxpayer Compliance Measure- 
ment Program.” Under this pro- 
gram, the IRS randomly selects a 
group of returns, each of which is 
subjected to a detailed thorough 
audit. Every item on the return is 
audited, regardless of dollar 
amount. And that latter point 
bugs me the most. 


A few taxpayers, when the IRS 
hit them with a real TCMP, object- 
ed. They won (a great victory) at 
the district court level. Unfortu- 
nately, at the circuit court level, 
they lost (a slaughter). (See Flagg 
in the Eighth Circuit and First 
National Bank of Dallas in the 
Fifth Circuit.) If you get the pun, 
this time the taxpayers are the In- 
dians. The other side has the same 
old identity—big brother. 

It’s time for a taxpayer uprising. 
No, I do not object to a normal IRS 
audit or to the right of the IRS to 
gather data so they can better ad- 
minister the tax laws. That’s okay. 
But I strongly object to big brother 
randomly selecting a taxpayer and 
forcing him to defend and prove 
every item on his tax return. That 
takes valuable time. Or if the tax- 
payer hires a professional to help 
him, now both time and fees are in- 
volved. 

I suggest you cut this article out 
and mail it to your congressman 
and senators along with a few re- 
marks of your own. 

kk 

Many companies still over- 
paying payroll taxes. A recent 
ruling (Rev. Rul. 81-21) spells out 
what to do “to blow” the benefits 
available through the saving of 
FICA (Social Security) and FUTA 
(Unemployment Tax). Many read- 
ers of this column are probably 
making the same mistake. 

Here’s the ruling scenario: 
Three related corporations em- 
ployed the same ten individuals. 


These columns are prepared by Blackman, Kallick & Co., certified public accountants, under the watchful eye of Irving Blackman. Blackman, also an attorney and author of W inning the 
Tax Game, consults with businessmen around the country on the subject of taxes and profitability. Questions concerning these columns should be addressed to: Blackman, Kallick & 


Co., 180 N. LaSalle St., Chicago, IL 60601. 


OE OE Re RTS - 5 EE US Ea LE ES ae REN Se le a EN SN I ST 


28 AUTOMOTIVE EXECUTIVE, MAY, 1981 


The corporate treasurer (the same 
guy for all three corporations) 
drew separate checks on each cor- 
poration for each employee. Each 
check represented compensation 
only for service rendered to the 
paying corporation. Simply put, 
each employee got three payroll 
checks. 


This method requires full payoll 
taxes to be paid for each employee 
by each of the three corporations. 
A payroll tax disaster. 

How can this result be avoided? 
The treasurer should set up one of 
the corporations as the “paymas- 
ter” for the entire group. This 
paymaster corporation would 
issue one gross check to each of the 
ten employees with the usual pay- 
roll deductions. 

Appropriate bookkeeping en- 
tries would be made on all three 
corporations’ books for their allo- 
cable share of salary and payroll 
costs. 

The 1981 social securiy level is 
$29,700. The rate is 6.85 percent. 
Figure out how much you are 
blowing, then immediately switch 

to the “paymaster system.” 

When the smoke clears, nothing 
will change, except the payroll 
costs will be substantially re- 
duced. 


kkk 


Qualified plan limitations 
raised. The 1980 inflation battle 
casualties have been officially tab- 
ulated. Believe it or not, there is 
some solace to be found. 

One of the best ways of beating 
the tax/inflation spiral is to adopt 
one or more qualified deferred 
compensation plans—usually a 
profit-sharing plan or a pension 
plan. It is such a good deal that the 
IRS limits the amount you can 
sock away every year. 

Effective January 1, 1981, the 
maximum limitation for the annu- 
al benefits payable to defined be- 
nefit plan participants has been 
increased to $124,500 per partici- 
pant (from $110,625). The dollar 
limitation for annual additions to 
defined benefit plans (profit shar- 
ing and employee stock ownership 
plans) per plan participant ac- 
count has been increased to 
$41,500 (from $36,875). 

A determination letter (appro- 
val from the IRS) need not be re- 
quested by the plan administra- 
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Lighting With Quartz? 
Here’s A Better Way: 
METAL HALIDE. 


Ram Series 


Quartz lighting was popular when energy was 
inexpensive, and it performed well. But aggressive 
dealers know that the only outdoor light sources made 
for today’s realities are Metal Halide. 

Let’s compare your quartz to the LSI Metal Halide 
Ram Series. On a fixture to fixture basis you'll find the 
Ram will: 

* reduce energy operating costs by 70% 

¢ increase your lighting output by 38% 

¢ cut your lamp replacement cost with lamps that last 
six times longer than quartz! 

LSI Metal Halide Ram fixtures were designed for 
economically replacing your old quartz unit using 
existing poles, brackets and wiring. Instead of paying 
more and more to operate an obsolete light source, find 
out how you Can enjoy a 2-4 year payback on an energy 
efficient system from LSI. 

Stop paying overhead on your overhead. 


For more information, write or call for a full 
color brochure describing our energy 
Saving systems. 


P.O. Box 42419 * 4201 Malsbary Rd. © Cincinnati, Ohio 45242 « (513) 793-3200 
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Chains And Inspection Laws 


tunity to attend, in New 

Orleans, the annual conven- 
tion of the National Independent 
Automobile Dealers Association. 
Some of you may be interested in 
the results of the association’s 
elections. The Chairman of the 
Board is now Homer Peel of Ft. 
Worth, Texas; the President is 
Chuck Nicholson of Canton, 
Ohio; the EVP is Mac Ruddell of 
Port Angeles, Washington; the 
Treasurer is Jim Delp of Lincoln, 
Nebraska; the Secretary is Don 
Wimbish of Charlotte, North 
Carolina; and the four VP’s are: J. 
T. Davis, Houston, Texas; John 
Fugler, Baton Rouge, Louisiana; 
Steve Gossett, Norfolk, Virginia; 
and Robert Galloway, Cocoa, Flor- 
ida. 

I'd like to thank the NIADA 
staff for the outstanding job they 
did in putting together their fine 
34th annual convention. Our con- 
gratulations to Executive Director 
Dan Ray, Membership  Ser- 
vices Administrator Cay Henion, 
Executive Assistant Georgia 
Edmondson, and _ Convention 
Coordinator Karen Neuberger. 

The NADA Guide has supported 
NIADA for many years. I was em- 
ployed by the Guide Company in 
1957, and the NIADA convention 
was one of the first I attended. In 
many respects, NADA and 
NIADA have common goals. 

One of the more popular sub- 
jects of discussion at the conven- 
tion was the proposed used car 
traderule. . . hopefully that will 


L: late March, I had the oppor- 


be resolved soon. 

There was not much said about 
the market at the convention, and 
even what was said would be a bit 
dated by now. There was a general 
feeling that big used cars had soft- 
ened in both demand and price, 
while the smaller cars gained. 
This would appear contradictory 
inone way. . .the various factory 
rebates were on smaller cars—not 
on the bigger models. 

At dinner one evening, amidst 
the usual casual conversation, 
someone brought up the well- 
talked-about concept of a chain of 
franchised used car operations. 
There has been some movement in 
that direction, but not to the ex- 
tent the real advocates see as 
possible. I was reluctant to say 
much—I recognize that I have no 
practical experience in selling 
used cars—but the concept, 
though appealing, appears to be 
another pie-in-the-sky as far as I 
am concerned. Used cars are not 
manufactured, and they are 
unique. I just don’t see the opera- 
tion falling into a neat fast-food 
package. For one thing, there is 
the question of merchandise. . . 
how would the supply sources dif- 
fer from those available today? I 
suppose my chief argument would 
be. . . what is the ultimate ben- 
efit to the operator? The advocates 
speak of national recognition, 
standard operating procedures, 
the economies of scale as applied 
to purchasing, perhaps a self-in- 
suring program, or even—and 
surely something to think 


about—a source of financing. But, 
all of these require work and cap!- 
tal and who is to put up either? 

I was visiting with a new car 
dealer early in April, and asked 
him how he was doing with used 
cars. The volume he mentioned 
was a bit on the low side, I 
thought, but this is not uncom- 
mon. It does appear that- many 
new car dealers fail to fully de- 
velop the used car potential in 
their market. The particular deal- 
er I’m speaking about atributed 
some of his problem to the state 
used car inspection law which he 
described as tough. I have heard 
this before, especially in states 
with an implied warranty in 
effect. I have a bag full of things | 
plan to do one day, and one of these 
is to attempt an analysis of pre- 
vailing market prices for the same 
type cars in states with strict in- 
spection laws as opposed to those 
without. Of course, in those states 
with the laws, the private party is 
usually exempt from the rules 
governing the dealer’s operation, 
and this can make a difference. In 
Maryland, where I live, I believe 
the state requires the used car to 
pass inspection prior to transfer of 
the title. Presumably, the cost is to 
be born by the seller, but I guess 
the state could not care less as to 
who pays. The older wagon I 
bought last year went through an 
inspection, and I would say it was 
thorough. I recall I had to pay for 
replacing a manifold clamp. 

Iam not sure what lies ahead for 
the used car industry. I guess 

(Continued on page 41) 
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by Sam E. Polson 


America and the automobile is 
on the wane, you’d never be 
able to tell it from the beautiful 
Music the two are making 
together. The music is a love song 
Played by cash registers as they 
ring up sales in what seems to be 
the only segment of the auto in- 
dustry that’s truly been on the up- 
eat the past few years: the auto- 
Motive sound system business. 

Even with Detroit singing the 
blues in 1980, the autosound end 
of the business showed net gains 
across the board, and industry 
observers say this rhapsodic trend 
Should continue at least through 
the next few years. 

“Percentage increases may not 
Match those of previous years, but 
the autosound industry will clear- 
'y experience a strong sales year 
In 1981,” reports Consumer Elec- 
tronics Monthly,“and each sale 
Will generate more dollars and 
more profits.” 

According to the respected elec- 
tronics publication, total unit 
Sales of all autosound products at 
retail topped the 14-million mark 
in 1980, with dollar volume hit- 
ting $1.3 billion. This year, the 
Magazine forecasts, unit sales 


E the classic affair between 


should climb another 6 percent, 
topping out at 15.6 million units. 
Dollar volume at retail should hit 
$1.48 billion in 1981, a healthy 8 
percent jump from last year. 

A welcome trend-within-the- 
trend noted by Consumer Elec- 
tronics is the public’s increasing 
willingness to spend more money 
for higher-end goods in every 
product category of the autosound 
business. Manufacturers say this 
will probably translate into bigger 
net gains for retailers. 

“For the third year in a row now, 
add-on electronic items such as 
graphic equalizers and power 
boosters posted the biggest net 
gains in the car sound system in- 
dustry,” reports the magazine. 
“Dollar volume in 1981 for these 
items should jump by 12 percent 
over 1980, up to $133 million from 
$119 million.” 


Since franchised new car and 
truck dealers are in a prime posi- 
tion to cash in on autosound sales, 
you would think the above figures 
would be music to their ears. But, 
as the old song says, it ain’t neces- 
sarily so. 

One reason some dealers are 
less than ecstatic over the boom in 
autosound business is the perplex- 
ing increase in the variety and 
complexity of the equipment pub- 
lic taste is demanding today. It’s 
difficult for dealership personnel 
to keep pace with the proliferation 
of models and technology, dealers 
say, and that affects their ability 
to properly order, stock, demon- 
strate and service the equipment. 

“We sell cars,” one dealer re- 
cently said, “not radios! How are 
we supposed to keep up with all 
this stuff?” 

The fact that the cars on his lot 
carried approximately $60,000 in 
radio and tape deck inventory 
didn’t seem to register on this car 
seller. 

In addition to this tentativeness 
over the products, more uneasi- 
ness envelops dealers when they 
eventually come to grips with 
choosing an equipment supplier 
and the method of system installa- 
tion. 

It is best to buy sound equip- 
ment from the car manufacturer 
and have it installed at the fac- 
tory? Or is it wiser to order cars 
from the factory without radios 
and have the equipment supplied 
by independent “custom” com- 


panies after the customer decides 
exactly what he or she wants in 
the way of autosound? 
Proponents of each side can 
build compelling cases to support 
their respective sales goals, and 
they have been known to present 
their cases to dealers in a manner 
each side terms aggressive. 
According to sources within the 
custom sound industry, there 
appear to be about 10 major cus- 
tom firms that service dealers ona 


“Quite often, the 
customer is ina 
retail sound shop 
within 30 days 
after the sale.” 


regular basis. The ones most often 
mentioned are ARA, Clarion, Au- 
diovox, Pioneer, Blaupunkt, Pan- 
asonic, Sanyo, Craig, Alpine, Ken- 
wood and, most recently, Jensen. 
This field is currently dominated 
by Audiovox, Clarion and Pioneer, 
sources indicate. 

The custom people woo dealers 
with assurances that their pro- 
grams will provide greater flexibil- 
ity, wider profit margins, lower 
floor plan interest, a wider variety 
of equipment mixes, longer war- 
ranties, and quality second to 
none in the industry. 

The Big Four’s electronic divi- 
sions counter those claims by 
pointing out that their programs 
offer superior factory installation, 
systems tailor-made for the cars 
they grace, brand names that are 
higher regarded by the public, 
more stable—if not as long-lived— 
warranty protection, and—yes— 
quality second to none in the in- 
dustry. 


The competition between “inde- 
pendents” and “captives” has be- 
come so intense over the past few 
years, the battle din has been 
heard echoing in the courts, and 
down the halls of the Justice De- 
partment and the Federal Trade 
Commission. 

Spearheaded by the Custom 
Automotive Sound Association 
(CASA), a Washington, D.C.- 
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based lobbying group for custom 
firms, the independents have been 
seeking to loosen the stranglehold 
Detroit has for years had on the 
new car sound business. To a very 
limited extent, they appear to 
have been successful. 

CASA claims it has directly in- 
fluenced the roll-back of radio 
standardization—the practice of 
making radios standard items in 
new vehicles—on certain models 
produced by General Motors, 
Chrysler, Toyota, Volkswagen of 
America and Subaru of America. 

The association also says it has 
“most likely” influenced the mod- 
ification of radio standardization 
by Ford, American Honda, and 
American Isuzu.. 

According to CASA, its actions 
have affected radio standardiza- 
tion in the following ways: (1) a 
radio delete option is available on 
many automobiles that would 
otherwise be sold with standard 
equipment radios; and (2) radios 
have been made straight options 
and are treated as add-on acces- 
sories on many other models. 

Impeding the flow of stan- 
dard-equipment radios on new 
cars—even if on just a limited 
number of models—theoretically 
gives the independent companies 
some elbow room to sell dealers 
custom units geared to take the 
place of the formerly standard 
ones. But, be that as it may, 
there’s little question that factory 
installation of new-car sound sys- 
tems is still far ahead in the race 
for total units. 

In 1979, according to reliable 
Detroit sources, Chrysler in- 
stalled sound equipment in 97 per- 
cent of its new cars before they left 
the plant, General Motors did the 
same on 88.23 percent of its cars, 
Ford 77.07 percent, Volkswagen 
96.1, and AMC 62.16 percent. 

Figures for 1980 had not been 
reported by the time AE went to 
press, but CASA said factory in- 
stallations probably didn’t decline 
by much last year, in spite of that 
organization’s agreements with 
vehicle manufacturers requiring a 
radio delete option. 

“With car sales at their lowest 
point in decades, the factories and 
field personnel have been pressed 
to sell new cars and options—in- 
cluding radios—to realize some 
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profit,” CASA Executive Director 
Cheryl J. Hollins told automotive 
executive. “Consequently, the in- 
dependents have been hard-put to 
sell to new car dealers, who claim 
they’re pressured to purchase fac- 
tory radios.” 

But although Detroit is the 
clear-cut champion in new car 
sound system unit volume, the 
facts with respect to total dollar 
volume in the sound system busi- 
ness constitute quite a different 
story. A couple of years ago, for ex- 
ample, Business Week magazine 
reported that while factory-in- 
stalled radios accounted for 80 
percent of all new car sound sys- 
tems sold, those sales amounted to 
only about 43 percent of all of the 
money spent by consumers for all 
kinds of autosound equipment 
that year. 

The reasons for this are the size 
of the aftermarket, the consider- 
able amount of penetration the in- 
dependents have in that market, 
and the kind of systems the inde- 
pendents are eager to sell. 

It seems the consumers who 
purchase non-factory equipment 
typically buy the more compli- 
cated and expensive systems. 

“Detroit’s penetration was all at 
the low end of the business up un- 
til the last year or so,” one inde- 
pendent official told AE. “There 
were lots of AM radios.” 

Current dollar-to-unit volume 
comparisons are hazy, but indus- 
try insiders say Detroit has closed 
the gap by producing some pretty 
exotic systems of their own and by 
borrowing a number of the inde- 
pendents’ marketing strategies. 
The independents, however, still 
appear to hold an edge in the total 
dollar column, especially in the 
aftermarket. 

But let’s leave all these high- 
level concerns to the corporate 
statisticians, bookkeepers and 
lawyers, and get into areas that 
impact more directly on dealers. 
To do this, AE sought out repre- 
sentative spokesmen from both 
sides of the industry fence, and 
talked with them about what deal- 
ers should expect to face in the 
autosound field, and about gener- 

-ally, how they can improve this 
particular end of their business. 


Taking time out from their - 


duties to discuss such matters 
were William C. Carr Jr., assis- 
tant general sales manager for 


Delco Electronics Division of 
General Motors, and Bill Bransky, 
national sales manager of Clari- 
on’s Custom Division. As could be 
expected, each official’s views ran, 
as they say in politics, along par- 
tisan lines, but both men of- 
fered up some solid material that 
dealers should find of interest. 


In trying to assess the fast- 
est-moving items in the autosound 
industry right now and, perhaps, 


“Factory 
installations 
didn’t decline by 
much last year, in 
spite of 
agreements.” 


in the future, both Carr and 
Bransky agreed that stereo radios 
are quite hot. A growing number 
of consumers, they said, are using 
stereo as a springboard to the 
more expensive and exotic fea- 
tures available. 

“The emphasis, at present, 
appears to be in the audio area,” 
said Delco’s Carr. “This would 
deal with speakers, power levels, 
the use of all sorts of power boos- 
ters, graphic equalizers and var- 
ious kinds of noise reduction 
schemes. All of these are intended 
to improve the quality—and 
maybe the quantity—of the sound 
system.” 

While sales of these high-profit 
items are good for the black ink de- 
partment, Carr said the trend to- 
ward some of the more gimmicky 
equipment runs a little counter to 
some of the opinions held by Delco 
and others in the industry. 

“We're very much involved in 
providing some human engineer- 
ing,” he said, “so that sound sys- 
tems don’t end up being so com- 
plex that you need a training 
course to operate them. You could 
even make a case for safety in this 
area,” Carr continued. “We be- 
lieve very strongly that whenever 
possible, the features should be 
built into the system. Many of the 
switches being promoted these 
days are more for show than they 
are for the benefit of the owner.” 
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As an example of how this “hu- 
man engineering” will manifest 
itself, Carr described his com- 
pany’s Dynamic Noise Reduction 
circuit that will be introduced for 
1982. 

“This circuit will enhance the 
quality of not only tapes but 
broadcast, too,” he said, “and it’s 
all built right into the radio.” 

Carr admitted the public’s in- 
terest in the flashier equipment 
was genuine in certain sectors, but 
he said the industry should face up 
to the fact that autosound equip- 
ment is for use in an automobile 
and should be responsive to the 
person who’s driving the car. 

“So I think you’re going to see a 
renewed effort in the next few 
years to provide some sanity to 
such things as the number of con- 
trols, where they’re located, and 
how they can be identified,” he 
predicted. 

Clarion’s Bransky said he also 
foresaw more emphasis being put 
on the quality of sound in the com- 
ing years. He said there are also 
indications that systems may be 
expanded to include other elec- 
tronic products. 

“The industry just might start 
incorporating other things such as 
trip computers into sound sys- 
tems,” he said. “Radar detectors 
are also a possibility.” 

Another trend that could pro- 
vide a glimpse of what the sound 
systems of tomorrow will be like 
was pointed out by Carr. 

“We're seeing a real increase in 
the customer acceptance of our 
electronically tuned radios,” he 
said, “and here you're talking 
about digital displays and chan- 
nelized tuning. . . . Rather than 
traditional tuning dials, we see 
this industry going more and more 
to digital displays.” 

But the move toward increas- 
ing the variety of equipment on 
the market are not without draw- 
backs, Carr cautioned, especially 
where dealers are concerned. 

“If you start providing, more 
and more, a proliferation of radio 
models for specific market seg- 
ments,” Carr said, “then all you’re 
going to do is complicate the deal- 
ers’ problems of stocking and 
ordering.” 

The subject of dealer problems 
in stocking and ordering sound 
equipment is one that’s obviously 
dear to Bill Bransky’s business 


heart. He wasted little time in giv- 
ing his views on it. 

“With the factories offering up 
to 12 different sound systems per 
vehicle,” he said, launching into 
his best sales presentation, “the 
dealer ordering a car with a sound 
system installed at the factory has 
a 12-to-1 chance to be wrong. The 
odds are against him choosing the 
right sound system for the right 
car, and every time he has to 
change a radio out, it costs him 
more money.” 

To Bransky and his colleagues 
in the custom sound sector, the 
way to turn those odds around is to 
order cars without radios and put 
a system in that suits the custom- 
ers demand after he or she has 
purchased it. 

Bill Carr agreed that putting 
the right equipment in the right 
vehicle is probably the dealer’s 
biggest problem, but he has what 
he considers a better idea. 

“If a dealer just pays attention 
to the actual trend levels on the 
car—the other types of accessor- 
ies—it’s very predictable what 
kind of sound system he can expect 
to sell with that car,” he ex- 
plained. 

“To take a very simplified case, 
you don’t put an AM radio in a car 
that has cruise control, electric 
windows and items such as that. 
Our marketing specialists in the 
field working with our GM dealers 
spend a lot of time showing dealers 
how they can bring the equipment 
in properly from the factory.” 

A two-pronged factor Carr men- 
tioned that’s making selection of 
sound equipment easier for deal- 
ers is the rising fortune of cassette 
players and the fading favor of 
eight-track decks. 

“If the dealer only has to worry 
about choosing one tape system in- 
stead of two,” he said, “then the 
problem of guessing what sound 
system to put in a car—particular- 
ly a high-trend car—really be- 
comes minimized.” 

Carr even had a suggestion for 
dealers who prefer to order vehi- 
cles “light” on sound equipment 
and make their selection and in- 
stallation locally. 

“For the guy who is basically an 
aftermarket dealer, we can show 

him that a very, very high percen- 
tage of all automobiles these days 
are stereo equipped,” emphasized 
the Delco spokesman. “His best 


bet, if he’s going to try to sell ‘up,’ 
is to start the car off with at least a 
stereo system. That way, he'll 
have all the speakers, the anten- 
na, and the under-the-hood equip- 
ment. Then he can go from there to 
a cassette or electronically tuned 
radio in about a 15-minute radio 
change. The instrument goes right 
in and out the front. . . and the 
time and skill requirement is 
minimal.” 


“The custom 
people woo 
dealers with 
assurances of 
greater flexibility 
and wider profit 
margins.” 


One big advantage of doing 
aftermarket business this way, 
according to Carr, is the dealer 
stays away from the pitfall of hav- 
ing to rely on local shops for in- 
stallation services—a_ situation 
many dealers have found less than 
ideal. 

As one quality control techni- 
cian at an East Coast dealership 
told AE while discussing sublet 
work on sound systems: “My firm 
opinion is, I would not sublet if I 
were a dealer. . . but when you 
check the economics of it, Ican see 
why dealers use custom systems 
and go with local shops.” 

Bransky acknowledged that 
finding first-rate shops can be a 
problem in some areas; however, 
he said, that particular source of 
irritation has been reduced con- 
siderably from what it was a few 
years ago when “everybody was 
trying to get into the autosound 
act.” 

The Clarion spokesman was in 
closer agreement with the quality 
control man’s remarks about the 
economic advantages of custom 
companies. 

“We're selling more today than 
just our products,” Bransky said. 
“We're selling economics, and we 
push it aggressively!” 

Warming to the topic, Bransky 
outlined the following scenario to 
illustrate what he meant about 
“selling economics:” With car 


sales where they are today, he 
said, “dealers aren’t able to make 
the same profit they were making 
a few years ago, but the overhead 
is still the same. The big question 
is how to reduce that overhead 

. .and the answer usually comes 
up, reduce inventory. Our 
approach is, don’t eliminate the 
cars, because you then increase 
the risk of losing a sale. We say, 
reduce your inventory another 
way—by reducing the number of 
accessories on your cars. They can 
always be added on as the consum- 
er wants them.” 

According to Bransky’s calcula- 
tions, a dealer who sells 100 cars a 
month could reduce inventory by 
$20,000 simply by not ordering 
radios on those 100 cars. 

“Prorated down to a dealer who 
sells 50 cars a month, this method 
could reduce his inventory by 
$10,000, and that could mean two 
extra cars for the dealership’s in- 
ventory,” he figured. “On top of 
that, the dealer would be saving 
interest on his floor plan.” 

Moving on to the subject of dis- 
counts, Bransky pointed out that 
under the current factory discount 
structure, a dealer only makes 
about 12 percent on accessories. 
Custom products, however, let the 
dealer make 20 to 25 percent, he 
claimed. 

Another area in which Bransky 
said he feels dealers are losing out 
in the autosound area is merchan- 
dizing. 

“Dealers are in the number one 
spot to sell a sound system,” he 
said, “but it’s time for them to 
start considering things such as 
setting up a separate sound room 
and hiring specialists to serve ex- 
clusively as sound men. 

“Dealers see fit to hire F&I peo- 
ple, don’t they? Then why not hire 
a sound man who really knows 
about sound systems and put him 
in a sound-proofed room where he 
can really demonstrate the equip- 
ment?” 

The cost for bringing in a sound 
specialist or two, said Bransky, is 
negligible since they would work 
on a straight commission basis 
just like F&I specialists do. A por- 
tion of the autosound commission 
would, of course, go to the car 
salesperson who TO’d the custom- 
er over to the sound man. 


(Continued on page 38) 


AUTOMOTIVE EXECUTIVE, MAY, 1981 35 


4 
7. 
E 
is 
13 


Joe Girard 


Service Is Where Sales Begin 


his mornings mail 
brought an _ interesting 
note from a car salesman 


“T did everything 
I could as a 
salesman to make 
customers feel 
comfortable about 
service.” 


in LaCrosse, Wisconsin. He didn’t 
ask for advice, he only wanted a 
comment. I was glad to oblige. 

Dear Joe: The other day, I was 
thumbing through some old maga- 
zines whenI saw an ad for refriger- 
ators that mentioned the wides- 
pread service network that particu- 
lar brand had built up in order to 
take care of its owners. The ad said, 
“Service is the key that lets you in to 
the place where sales begin.” The 
thought occurred to me that if that 
were true for appliances, it ought to 
be true for cars and trucks as well. 
Care to comment? 

Of course it’s true for cars, never 
more so than now. Every alert 
dealer and sales manager should 
know that sales are won or lost in 
the service department. 

Automobile service is a big mys- 
tery to a lot of people. In the old 
days, cars were simple, and almost 


every boy, it seems, thought he 
knew everything there was to 
know about how they worked and 
how to fix them. But these days, 
automobiles are a lot more compli- 
cated than they used to be. And ev- 
en though today’s cars are better, a 
lot of people feel very helpless 
when things go wrong. I know a 
few people who have taken night- 
school courses in auto repairs just 
so they'll know what the mechanic 
is talking about. 

Knowing many people do tend 
to feel helpless about service, I did 
everything I could as a salesman 
to make customers feel comforta- 
ble about it. That was just the 
start, I knew, of what, two years 
down the road, would become 
another sale. There are a lot of 
things I did, and that other sales- 
people can do—if they want to 
work with the service shop—that 
can boost new car sales in the front 
showroom as well as service sales 
and parts sales in the so-called 
“back forty.” 

The first thing I did after mak- 
ing a sale was to take the customer 
back to meet the service manager 
and the parts manager. I made the 
introductions. I made sure the cus- 
tomer knew who would be taking 
care of him from then on. Some- 
times I did this right after closing, 
and sometimes I did it after the 
make-ready and when the custo- 
mer was taking delivery. But, I 
made sure to do it. I knew it would 


eventually be to my benefit. 
After those introductions, I pre- 
pared a file card on the buyer with 


“I prepared a file 
card on 
everything I knew 
about the 
customer and 
what he bought.” 


everything I knew about him and 
ahout what he bought. But this 
was an “owner’s card” with a dif- 
ference. It was centered on service. 
I used it as a reminder to tell custo- 
mers that when they brought their 
cars in for service, they should 
be sure to tell me about it, too. It 
was my way of personally hand- 
ling customer complaints and not 
just leaving it up to the service 
manager. 

I never ran away from service or 
a customer complaint. I know that 
if something is wrong with a car 
sometimes, and the owner brings 
it in, some salesmen even hide 
from the customer. They consider 
customer complaints and prob- 
lems an annoyance that will final- 
ly go away. But, that is the worst 
attitude you can have. 

I look at it this way: service 
problems and other customer com- 
plaints are a normal part of all 
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These columns appear exclusively in automotive executive and are prepared by Joe Girard, named the World’s Greatest Salesman 12 times by the Guinness Book of World Records. 
Questions and comments should be addressed to Joe Girard, P.O. Box 358, East Detroit, MI 48021. 
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business, regardless of what you 
sell. If you handle them properly, 
they can help you sell a lot more in 
the future. When a new car comes 
in for service with a bad problem, 
the service department should 
notify the person who sold it. (Be- 
cause I couldn’t always rely on 
that, I kept my own card file. Ev- 
ery morning I'd check the service 
writeup people to see who brought 
cars in for service, and then I’d 
check my card file to see if any of 
those people were my customers.) 
If I had sold a car that was in 
with a problem, and if I sensed the 
customer was angry about his re- 
pairs or whatever service he was 
getting, I’d go out and try to pacify 
him. I’d tell him I would make sure 
that the work was done right and 
that he would be happy with ev- 
erything about the car. If the cus- 
tomer had very bad problems, I 


“If somebody 
bought a lemon, 
Id try to turn it 

into a peach.” 


saw my job as one of taking sides 
and making absolutely sure that 
his car would run the way it 
should. 

How could I make sure, when I 
didn’t run the service department? 
I'll tell you: by making friends 
with everybody in the service de- 
partment. I’d take the service 
manager out to lunch. I'd do the 
same with the parts manager. I’d 
go to the ball game with the ser- 
vice advisor. I'd give away tickets 
to sporting events to the write-up 
guys and the mechanics. I had ev- 
erybody on my side; they’d do spec- 
ial favors for me and my customers 
to make sure those cars were fixed 
right. That’s what I call working 
with the service department in 
depth. 

Sometimes working with the 
service department means mak- 
ing a personal investment to keep 
a customer happy and coming 
back. If anybody bought a lemon 
—and it can happen—then I tried 
to turn the lemon into a peach, ev- 
en if the cost came out of my own 
pocket. Most dealerships, for ex- 


ample, don’t guarantee a wheel 
alignment even on a new car. Af- 
ter all, a fellow hits a pot hole or 
drives over a curb on the first day 
he has the car, and the alignment 
can go out. So, if a customer came 
back and asked for an alignment 
job, I made sure he got it,and I paid 
for it out of my own pocket. It only 
cost me a few bucks, tax-deducti- 
ble, and it made the customer feel I 
really wanted him to be happy. 

As I’ve pointed out often in my 
book “How to Sell Anything to 
Anybody,” I did a lot of things that 
other sales people didn’t. And one 
of those things was, really work- 
ing hand-in-hand with the service 
department. How do you really 
work with the service depart- 
ment? Sell service right along 
with your new car sale. Make your 
customer feel comfortable in the 
service department, and, above 
all, keep in touch with him and 
with his service needs—month in, 
and month out. 

Service is the key that lets you 
in to the place where sales begin. 
And that is not justaslogan. AS 
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ECONOMIC OUTLOOK 
from page 26 


some relief directly towards the 
“marriage penalty.” It seems to us 
that people in a potentially two- 
income household would be more 
likely to make that potential a 
reality if they had the advantage 
of such a tax cut. 

Business Tax Reduction 


Under the President’s tax plan, 
businesses will get the bulk of 
their tax relief in the form of an 
“Accelerated Cost Recovery Sys- 
tem.” The proposal is based on 
Congress’s earlier 10-5-3 plan, 
along with the addition of 15- and 
18-year categories for certain 
types of rented or leased buildings. 
As did the original 10-5-3 plan, the 
current proposal calls for a more 
generous and less restrictive in- 
vestment tax credit. It is projected 
that by 1986, the accelerated de- 
preciation plan will represent a 
$60 billion or 40 percent reduction 
in corporate income taxes. 

On the grounds of economic 
theory, the case for accelerated 
capital cost recovery is much 
weaker than the case for personal 
income tax relief. Supporters of 
the current proposal contend that 
accelerated depreciation is needed 
because inflation has created se- 
vere distortions in the incentives 
for investment. There is no de- 
nying this. But there is also no de- 
nying that the effects of inflation 
are pervasive. High technology 
firms which have been responsible 
for much of the recent growth in 
the U.S. economy also need tax re- 
lief. They will get little under the 
present proposal because most of 
their money is spent in research 
and development rather than in 
physical assets. 


Outlook 


Despite the opposition in the 
press, it appears likely that leg- 
islation providing significant tax 
relief will be enacted this year. If 
this is accompanied by an easing 
in financial market pressures, it 
should help stimulate significant 
growth in the economy by the lat- 
ter part of this year. It is for this 
reason, (not because of any specific 
tax relief to the automotive indus- 
try) that dealers should be in sup- 
port of tax reductions. Significant 
economic growth will directly ben- 
efit dealers. FE 
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SOUND SYSTEMS from page 32 


Setting up a sound-proofed 
demo room will cost an average 
dealership approximately $5,000, 
Bransky’s experience has shown. 
For the dealership that sells 50 or 
more cars a month, he said, it can 
soon pay for itself. 

“A sound room’s technical setup 
shouldn’t pose a problem for a 
dealer,” Bransky said, “because 


“You don’t put an 
AM radio in a car 
that has cruise 
control.” 


most independents will supply the 
product for display, and probably 
even install wiring and switches 
so that the systems can be demon- 
strated the same way retail sound 
shops do it.” 

Bill Bransky concluded with a 
few unique suggestions about how 
a dealership can increase auto- 
sound sales through more effec- 
tive financing methods. 

“Sales people are so concerned 
about qualifying a customer for a 
car loan or making sure they can 
come up with a big enough down 
payment, they’re afraid to push a 
high-end sound system because it 
might blow their whole deal,” he 
asserted. “So the customer takes 
the car with the basic sound sys- 
tem that was installed at the fac- 
tory and, quite often, he’s into a re- 
tail sound shop within 30 days af- 
ter the sale, putting in a system 
that costs him anywhere from 
$300 to $600 or more. And how 
does he pay for it? He breaks out a 
Visa, Master Charge or American 
Express card and charges it. 

“Why not do the same thing at 
the dealership? Don’t worry about 
messing up the loan by putting a 
sound system on the contract. 
Since so many customers these 
days carry charge cards, go ahead 
and take the card in order to sell a 
system. If you don’t, you just 
might lose a profitable sale.” 4g 


AUCTION 


7® Car Market Price Trends 


ii | a [8 
2892 


Feb 1981 


Mar 1981 


' 
he auto auction market 
) f h jumped off to an unusually 
strong first quarter in 1981, as buy- 
ers sought used cars to satisfy the 
pent-up demand for replacement 

George Basel vehicles. Most auction owners 
throughout the country report consignment main- 
taining levels at or above the preceding year. Howev- 
er, they are, they say, beginning to see a shortage of 
clean cars. 

The rebate programs currently sponsored by the 
manufacturers have definitely increased new car 
sales. The best of the new car trade-ins are being re- 
sold at the dealership. However, the remainder are 
beginning to appear at the auction as the dealers con- 
tinue to try to maintain minimum inventory in order 
to lessen their money cost. 

kkk 

The Western and Eastern auto auction associa- 
tions, along with the National Auto Auction Associa- 
tion, recently held their winter meeting at Scotts- 
dale, Arizona. Judging by the high attendance, it was 
quite a success. Harvey Klein did an outstanding job 
keeping the program on schedule. The highlight of 
the affair was the guest speaker, Frank Abagnale, 
known as the world’s “greatest con man.” Abagnale, 
author of the best-selling autobiography, “Catch Me 
If You Can,” lectures to many corporations and asso- 
ciations on how to prevent being victimized by “con 
men,” and how to guard against bad check losses. Ev- 
erybody in attendance learned at least something 
from him that could be applied to his or her own oper- 
ation. 

tok 

Kent Zabel of Tri-State Auto Auction, Fargo, 
North Dakota, was elected the Western Auto Auction 
Association’s new president, succeeding Harvey 
Klein, who runs the Southwest Auto Auction of Pho- 


enix. Klein now becomes Board Chairman. 
totok 


WHOLESALE 


Rudy Crowder, general manager of Lakeland Auto 
Auction, Lakeland, Florida, recently announced, 
along with the Florida Independent Automobile 
Dealers Association, their Second Annual 24-Hour 
Marathon Auto Auction Sale. Concessionary pro- 
ceeds go to F.I.A.D.A., and three 1981 Datsuns will be 
given away, including a pickup King Cab, B210 anda 
280ZX. 

tekok 

Alex Pate, general manager of the Butler Auto 
Auction, Gibsonia, Pennsylvania, recently acquired 
an additional 3 acres of land with the idea of improv- 
ing customer comfort. This was accomplished by en- 
larging the office area, updating the ladies lounge, 
and building a new dealer phone area. Overall addi- 
tional working area added was 2500 feet. 

teokk 

The Greater Chicago Auto Auction, owned by Joe 
Lyng, has also started on an expansion and improve- 
ment program. With the addition of three acres, Joe 
says he is now going to double the office space, and 
also install a completely new restaurant, a lounge 
and two more auction lanes. To bring this all togeth- 
er, an IBM 34 data processing system has been pur- 
chased. Total expenditure: $750,000. 

okk 

Finally, I would like to, quite atypically, quote a 
passage from William Shakespeare: 

“There is a tide in the affairs of men, 
which taken at the flood leads on to fortune. 
Omitted, all the voyage of their life is bound 
in miseries. On such a full sea are we (I’m) 
now afloat.” 

So, I now turn over this page to my good friend and 
former boss, Harry Lawrence, who is much more flu- 
ent in the English language than I, and even, possi- 
bly, in “iambic pentameter” prose. 

ATTEND THE AUCTION 
NEAREST YOU... 
YOUR COMPETITOR WILL fE 


_ — 


Auction Block is prepared exlusively for automotive executive by George Basel of the NADA Official Used Car Guide. All comments or questions pertaining to these columns should be 
mailed to: George Basel, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 


There’s an Auction Every 

Wednesday at Southern 

Larry Tribble & Bob August 
203-623-2617 


DEALERS’ AUTO AUCTION 
Route 146, P.O. Box 440 
Clifton Park, N.Y. 12065 

(GOI. 


A well-tuned machine 
running on trust. 


MANHEIM AUCTIONS, P.O. BOX 4667, LANCASTER, PA 17604 
Phone (717) 569-4561 


LEADING THE INDUSTRY SINCE 1945 


1 MANHEIM AUTO AU 


6 ATLANTA . 
Sale Thursday Phone 404/762-921 
7 HIGH POINT AUTO AUCTION, High Point N.C. 27261 


Trust. It's the hard-won result of dili- 
gent effort, constant care and total 
dedication to service. And it's the 
reason why America's most knowl- 
edgeable dealers regulate their inven- 
tories at a Manheim Auction 


They trust Manheim’s unrivaled selec- 
tion of cars. Its comprehensive sup- 
portive services. Its uncompromising 
professionalism. And its ironclad pol- 
icy of fair and equal treatment. 


Together, these elements make up 
the well-tuned Manheim machine—an 
auction system that's been earning 
dealers’ trust for 36 years 


Doesn't it deserve yours? 


ICTION, Manheim, Pa. 17545 
Phone 717/665-3571 


2 NATIONAL AUTO DEALERS EXCHANGE, eich al N.J. 08505 
ntown 609/298 


ode 


609/662- 10 auchon 5/923-1 1090 
3 FREDERICKSBURG AUTO Fredericksburg, Va. 22401 
hursd: 


lay Phone 703/896-4: 


4900 
4 KANSAS C nin AUTO AUCTION, Kansas City, Mo. 64127 
5 LAKELAND Al 


Phone 816/241-2614 


le Wednesd. 1551 
‘AUTO Red Oak Ga. 30272 


lay Phone 919/886-7091 


Sale Tuesd 
8 BUTLER AUCTION, Gibsonia, Pa. 15044 
Sale Wednesday Phone 412/443-7211 
Pittsburgh 412/961-0305 
9 METRO MILWAUKEE AUTO AUCTION, Caledonia, Wis. 53108 
Sale bests Phone Caledonia 414/835-4436 


262. 
10 FLORIDA AU" AUTO AUCTION OF EO, Ocoee, Fia. 32761 
Sale Tuesday Phone 305/656- 


AUTO DEALE Re AUCTION. Fresno, Calif. 93706 
le Thursday Phone 209/268-8051 


12 CALIFORNIA AUTO DEALERS EXCHANGE, Anaheim, Calit. 92803 
Sale 


le Wednesday Phone 714/996-2400 
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NORTHWAY EXCHANGE INC 


(518) 371-7500 Qe} 


SALE EVERY THURSDAY 11:30 A.M. 
‘*Our Service Does Not Cost - It Pays’’ 


WEDNESDAY 
11:AM 
3 Rings @ Large Consignment 
22 Acres Fenced Blacktop 
Full Service @ Arrange Pick-up 
nywhere 
Fleet & Lease Accounts Welcome 
Minneapolis Auto Auction 
1125 Nathan Ln. No. 
Minneapolis, MN 55441 


612/546-2403 
We Cannot Spell S ccess 
Without u! 


YOUR STRONGEST COMPETITOR ATTENDS! 


FLINT AUTO AUCTION, ING. 


WEDNESDAY 10:57 A.M. 


4 LANES 


3711 WESTERN RD. FLINT. MICHIGAN 48506 
PHONE (313) 736-2700 


DALLAS AUTO AUCTION. 
Dealers only. Fleet and leasing. 
Ford Motor Co. factory sales. 
Location: 4226 E. Main, Grand 
Prairie, TX 75050 (214) 264- 
2344. Pick up available. 


BIG H AUTO AUCTION. A 
Dealers Auction. Fleet lease and 
factory sale every Tuesday 11:30 
a.m. 701 North Shephard Dr., 
Houston, TX 77007. Telephone: 
(713) 869-0164. 


GRAND RAPIDS AUTO 
AUCTION. David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 
2380 Port Sheldon Rd., Jenison, 
MI 49428 (616) 669-1050. Tues- 
day 12 Noon. 


MID STATES AUTO AUC- 
TION. Sale every Wednesday, 
6 P.M. and every Friday 12:00 
Noon. PERSONAL ATTEN- 
TION given in the handling of 
vehicles for Fleet Operators and 
Leasing Firms. Location: 25784 
Western Ave., South Bend. 
Phone: (219) 289-7767. 


USED CARS from page 30 

much influence will be exerted by 
the trend toward leasing and daily 
rentals. In a sense, the cars in 
these two areas could be seen as 
offering a reasonably stable sup- 
ply source. The manner in which 
they move into the market might 
be given consideration by dealers 
in used cars. It would seem that an 
‘aggressive buying posture would 
be in the best interest of the indus- 
try, thus giving the big operators 
less reason to go directly to the 
public. . . which some are doing 
now. 

In closing, we would like to say 
au revoir to an old friend and 
associate who took early retire- 
ment March 31. He is George 
Basel, who for many years, repre- 
sented the Guide Book with the 
auto auction groups. One can 
hardly imagine George being idle 
for long. a 
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BIG RIGS from page 18 

Gone are the days of the sales de- 
partment covering a multitude of 
sins for the dealership—the years 
ahead are going to be lean. Gone 
are the days when the dealer could 
leave the business to run itself. If 
the business is going to operate the 
way the dealer wants it to, then he 
is going to have to be involved in 
the day-to-day function of the bus- 
iness. 

The ‘80s hold a number of things 
for this industry. There will likely 
be fewer dealers, larger dealers, 
dualed dealers and multiple-loca- 
tion dealers. The capital require- 
ments will be a key to the success- 
ful business. The truck dealer will 
have to work closely with banks 
and financial institutions to pro- 
vide the money needed. The truck 
customer will continue to face 
high operating costs, especially as 
fuel prices soar. Sales will climb, 
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but slowly. Rebuilding and reman- 
ufacturing will become new deal- 
er operations. 

Today’s truck dealer will have to 
take stock of what type of business 
he has, what the market will de- 
mand and what changes will be 
necessary to meet those chal- 
lenges. He will have to assess what 
operations will provide him with 
the profits necessary to run a suc- 
cessful business. He will have to 
make the personnel, capital, 
equipment, attitude, product and 
facility adjustments to do the job 
and to do it right. And, he will 
have to convince himself he will 
get nowhere without efficient and 
courteous service. Today’s truck 
dealer will have to take it upon 
himself to assess, change and pre- 
pare for the business that he wants 
to do. This is what makes 1981 the 
“Year of the Dealer.” No one else is 
going to do the job for the truck 
dealer. But those who do take up 
this challenge, I believe, will make 
the most of the opportunities com- 
ing in the ‘80s. They will be the 
ones who are tomorrow’s truck 
dealers. 
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COMMENTARY from page 1 


port and goodwill dealers gain 
from representatives of communi- 
ty businesses and governments 
who serve as AUTOCAP panelists 
are similarly incalcuable in their 
value. 

Another payoff is the customer 
loyalty and repeat sales that AU- 
TOCAP generates. A national sur- 
vey finds a correlation between 
business-sponsored complaint pro- 
grams and continued customer 
loyalty to products, and concludes 
that it may be less expensive to 
solve the problems of your old cus- 
tomers than to try to win new ones. 

As AUTOCAP continues to gain 
national recognition, credibility 
and respect, a number of state 
dealer associations are finding 
that having the program is actu- 
ally helping them forestall or suc- 
cessfully fight adverse legislation 
affecting their dealer members. 
That point alone constitutes a ma- 
jor argument for establishing an 
AUTOCAP program. 


Factory programs, designed to 
help manufacturers avoid costly 
litigation involving product or 
warranty disputes, do not tend to 
stand up for dealers’ interests in 
any way. As NADA President 
Wendell Miller says: “Factory- 
consumer protection programs 
protect the factory, AUTOCAP 
protects you, the dealer.” 


AUTOCAP is the only industry- 
sponsored third-party complaint 
mechanism in the country today 
that enjoys the endorsement and 
wholehearted support of the White 
House Office of Consumer Affairs, 
as well as that of many state attor- 
neys general and _ national 
consumer advocates. 


AUTOCAP deserves the united 
support of all dealers. It is encum- 
bant upon everyone, as small busi- 
nessmen struggling for our livli- 
hood, to recognize that customer 
satisfaction is, indeed, good busi- 
ness, and vitally necessary to the 
welfare of the retail automobile in- 
dustry. 

Through united dedication to 
this idea, demonstrated by a na- 
tionwide embrace of AUTOCAP 
and its principles, dealers can 
demonstrate to the automobile- 
buying public that goodwill on be- 
half of the auto industry does not 
end with the sale. FE 


FINANCIAL PLAN from page 25 
venture capital interests, and 
perhaps increase tax shelter hold- 
ings such as limited partnerships 
in real estate and oil and gas. 
Disposition of Estate 

The plan’s estate recommenda- 
tions were designed to help 
achieve Mr. Wallace’s objective of 
a coordinated estate plan, mini- 
mizing taxes whenever possible. It 
suggested, for example, that if 
ownership of life insurance poli- 
cies were assigned to an irrevo- 
cable trust, as much as $385,000 
could be saved in estate taxes on 
Mr. Wallace’s death. Additional 
estate taxes of $770,000 could be 
saved on Mrs. Wallace’s death. 
The Personal Capital Planning 
Group counselor met with the 
Wallaces’ attorney to discuss this 
and other estate planning options 
when they updated their wills. 

“Financial planning develops 
strategies for individuals, to assist 
them in solving complex financial 
problems,” says Personal Capital 
Planning Group, Inc.’s Moore. 
“But for a plan to be effective, you 
must take certain actions. Fur- 
ther, you should review the plan 
and the recommendations with 
your advisors and monitor your 
financial life to ensure that you 
and your advisors are taking ac- 
tions consistent with your objec- 
tives. Changes in the law, the 
financial environment and your 
personal situation will dictate 
that you periodically review and 
reassess investment and _ tax 
strategies, insurance needs and 
your estate plan.” 

Says Mr. Wallace, “The plan- 
ning process resulted in a plan 
that analyzed my current and fu- 
ture position for my advisors so 
they could do a better job. They 
knew where I wanted to go and 
how I wanted to get there. This 
assurance of integrated financial 
strategies more than justified the 
several thousand dollar fee, which 
was about 90 percent tax deducti- 
ble in my case. 

“For an entrepreneur like me, 
the planning process helped me 
sleep better, and brought home 
the fact that everyone should have 
personal financial goals and a 
plan to achieve them. So often, you 
become too involved with your busi- 
ness and then, what about your 
family? What about your future?” 

-E 
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Showcase 


WHAT’S NEW ON THE MARKET 


The REVERSO Back-Up Beep- 
er is an automatic accident-prev- 
ention device, which connects into 
the back-up light. As the vehicle is 
put into reverse and the back-up 
light activated, the REVERSO 
will start emitting a warning 
sound to alert pedestrians, child- 


The new CONCEPT™ downdraft 
refinishing system provides clean- 
er paint jobs and factory-like fin- 
ishes through proven downdraft 
air flow and a unique multi-stage 
air filtering system which virtual- 
ly eliminates airborne dust and 
dirt. Designed on the same princi- 
ple as large auto production line 
spray booths, CONCEPT’s down- 
ward air flow creates an envelope 
of air around the car being painted 
and overspray is drawn through a 
grating in the floor which contains 
paint-arrestor filters. With the 
downward movement of air, over- 
spray is drawn away from the 
breathing zone of the painter re- 
sulting in a healthier, more com- 
fortable working environment. 
The booth is 24 ft. long, 14 ft. wide 
and 9 ft. high, and is available 
with a solid back or as a drive- 
through model. Ten fluorescent 
lights and an observation window 
are standard features. Manufac- 
turer: DeVilbiss Co., P.O. Box 913, 
Toledo, OH 43692. 


Information and photographs of products listed in Showcase have been provided via manu 
by either NADA, the NADA Services Corp., or automotive executive magazine. 


Introducing the new Buske Uni- 
Rack that prevents ripping and 
twisting of rocker panels. The Uni- 
Rack can be jacked under a dam- 
aged unitized car and locked into 
position to provide a full tempo- 
rary frame for repairs. The rigid 
anchoring rack prevents clamps 
from twisting off the pinch welds 
and from ripping pieces out of 
rocker panels. It is a time and cost 
saver for repairs to the new com- 
pact cars. A set of four adjustable 
jacks at corner points enables the 
technician to raise the frame for 
positioning the body clamps. For 
smaller work the UniRack can be 
reduced to 9 by 31 inches. With 
such a temporary frame, techni- 
cians can make pull repairs faster 
with extreme accuracy while elim- 
inating the possibility of damage 
from pulls. Manufacturer: Buske 
Industries, Inc., Gowrie, [A 50543. 


ren, animals and other drivers. It 
is easily installed, disseminates 90 
decibles and can be used on any 
9V. to 18V. DC electrical system. 
Manufacturer: Le-Han Canada 


Ltd., 123 Edward St., Suite 815, 
Toronto, Ont. M5G 1E2. 


The All-Safe Battery Clamp is a 
spring loaded, polypropylene 
covered, brass connected battery 
clamp. It is self applicatory, re- 
quiring no tools for installation to 
the battery. The All-Safe Battery 
Clamps carry 45 percent more con- 
ductivity than conventional lead 
clamps, and are filled at the facto- 
ry with an anti-corrosive gel, to 
minimize corrosion. The terminals 
are color coded red-positive and 
black-negative, plus the negative 
terminal will not fit the positive 
post, thus reducing the possibility 
of cross connection. The positive 
All-Safe Cable has a special 
jumper clip which makes direct 
connection to the battery, yet it is 
connected away from the danger- 
ous explosive gases. The negative 
All-Safe Cable is totally insulated 
so the ground in jumping must be 
connected to the motor or body 
away from battery gases, protect- 
ing the person and vehicle from a 
possible fire. Manufacturer: All- 
Safe Battery Clamp, Inc., P.O. Box 
B, Chanute, KS 66720. 


facturer’s press releases. A products’s appearance in this column in no way implies endorsement 
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A new spare tire lock has been 
designed for easy use, reliable se- 
curity and long lasting durability. 
It is heavily chromed with a stain- 
less steel sliding cap over the key- 
way for added mechanism protec- 
tion. A hole in the lock body allows 
the lock to be used on wheel 
mounts with long attaching bolts 
such as those on the Dualmatic 
spare tire carriers. Manufacturer: 
Dualmatic Manufacturing Co., 
P.O. Box 1119, Longmont, CO 


Designed to replace the standard 
drain plug, this magnetic oil pan 
drain plug contains a powerful al- 
nico bar magnet that attracts and 
holds ferrous metal particles that 
accumulate in the crankcase oil as 
a result of normal engine wear. By 
removing these particles from the 


Wind Wax is a fine carnuba jell 
wax for your car or RV. The special 
formula for painted metal, alumi- 
num or fiberglass surfaces will al- 
low you to rub Wind Wax on and 
wipe it off to a lusterous hard fin- 
ish that will last for months. Sold 
with a money-back guarantee. It is 
available in 16 oz. jars for $6.75 
ppd. or one gallon size for $23.00 
ppd. Manufacturer: The Auto Em- 
porium, Box 1569 Glendale, CA 
91209. 
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National Coach Products introdu- _ carries a large payload capacity of 


ces the DURANGO, a compact 
truck converted from Ford’s Fair- 
mont Futura sedan. While it 
maintains the sleek look of the 
Futura, the Durango has the 
added bonus of a cargo bed that 


over one-half ton. It’s a workhorse 
in disguise, a multi-purpose vehi- 
cle that can take care of business, 
work and recreation while provid- 
ing a fuel-efficient luxury car. 
There are also the custom Duran- 
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oil, abrasive wear of cylinder 
walls, rings, valves, bearings and 
other moving parts is prevented. 
The magnetic drain plug is now 
available to the aftermarket. The 
Lisle Magnetic Plug (12750) is 
packaged for display and will ap- 
peal to the retail as well as tradi- 
tional markets. Manufacturer: Li- 
sle Corporation, Clarinda, IA 
51632. 


AFTER 
Removed at oil 
change for 
cleaning. 


go options that provide everything 
from tonneau cover, fiberglass 
canopy shell and cargo side-box 
rails to a flip-open sunroof and 
rear-opening windows. Manufac- 
turer: Nat'l. Coach Products, 130 
W. Victoria, Gardena, CA 90248. 
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The all-new GLC is Mazda’s an- 
SWer to the challenge of the 1980's, 
when increasingly more will be 
os of an economy car. A time 
when any new economy car must 
meet many seemingly conflicting 


demands. 

We wanted ours to be a fuel-effi- 
cient, high-quality car that would 
serve the varied needs of a family. 
One that offered unusual comfort, 
plus more interior room and luggage 
space than ordinary economy cars. 

ne that was fun to drive, with brisk 
performance, nimble handling and 
precise steering. 

To build a car that was right for 
the times, we knew we had to ad- 


azda. And here co 


vance front-wheel-drive technology 
to a new state of the art. We redesign- 
ed, re-engineered and refined many 
major component areas. These ad- 
vancements now show in handling, 
ride, driving characteristics, power- 
train response, room and comfort. 
And markedly-improved fuel- 
efficiency” 

The all-new GLC combines all 
these advancements into one har- 
monious package unlike any other 
front-wheel-drive economy car. And 
the technical sophistication that 
made it happen is only the begin- 
ning. Because we’ ve committed all 
our resources to continue to fine- 
tune our products to meet the 
changing needs of the world. 


mes ING 


‘hit 3 worldwide bull's-eyes 
eats in a rows 
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The new GLC, like our original 
GLC, the RX-7 and 626 is a result of 
Mazda High Value Engineering: a 
philosophy that creates a high- 
quality ia ia that offers superior 
value. One that meets a specific 
need. 

Keep an eye on Mazda. Because 
the more you look at our all-new 
GLC, the more you like the spirit of 


innovation that made it happen. 
- BS Est. mpg 45 Est. hwy mpg. EPA estimates for comparison 
purposes for GLC Custom 3-door with optional 5-speed trans- 


mission. Your mileage may vary with trip length, speed and 
weather. Actual highway mileage will probably be less. 
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Presenting the 19812 Toyota 
Corolla Sports Hardtop. A totally new 
kind of Corolla from the roof down. 

Fresh, crisp, contemporary lines. 
Distinctively subtle, yet the very latest 
in sporty good looks. The hardtop de- 
Sign gives you a wide-open, airy feel- 
ing. The spacious trunk allows you to 
lock valuables out of sight. And the 
roomy interior is loaded with the kinds 
of standard equipment you'd expect 


INTRODUCING THE COROLLA SPORTS HARDTOP 


A WHOLE NEW SPORT. _| 


to pay extra for on most other cars. 
But best of all, beneath that 
beautiful, sporty exterior, the Sports 
Hardtop is all Corolla. And it acts like 
one. It's incredibly dependable. To- 
tally economical. And extremely thrifty. 
With Corolla’s 1.8 liter 4-cylinder 
engine and 5-speed overdrive trans- 
mission, the Sports Hardtop is rated 
at: 39 EPA EST. HWY. MPG, @8) EPA 
EST. MPG. Remember: Compare this 


estimate to the EPA “Estimated MPG" : 
of other cars with manual transmis- 
sion, You may get different mileage, 
depending on how fast you drive, 
weather conditions andtriplength. 
Actual highway mileage will proba- 
bly be less than the EPA “Highway 
Estimate ee rs eee 

The 1981¥2 Toyota Corolla Sports 
Hardtop. It's a whole new sport — 3 
that's hard to top. 


